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EXHIBIT 1. 
(Examination and report of the New York Joint Legislative Com- 
mittee, appointed to investigate and examine into the business af- 
fairs of life insurance companies doing business in the state of New 
York. Brandow Printing Company, Albany, 1906. Introduced in 
evidence on page 9. Not printed.) 
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EXHIBIT 2. 



TESTIMONY 

taken before the 

NEW YORK INSURANCE INVESTIGATION COMMITTEE 

in Referenoe to 
NEW JERSEY COMPANIES. 



JOHN F. DRYDEN, called as a witness, being duly sworn, testi- 
fied as follows : 

BY MR. HUGHES. 

Q. Senator Dryden you are the president of the Prudential Insur- 
ance Company of America ? A. Yes, sir. 

Q. How long have you been president of that company? 
A. About twenty-four years. 

Q. You have devoted your attention to the insurance business for 
a long period ? A. Yes, sin 

Q. When did you begin to take an interest in insurance questions? 
A. About 1865. 

Q. When did you first become connected with any insurance en- 
terprises? A. OflScially? 

Q. Or as a student ? A. Well about 1865. 

Q. Did you make a special study of industrial insurance in Great 
Britain ? A. I did study it later on; yes, sir. 

Q. When did you first become connected with the company that is 
now the Prudential ? A. I was connected with it from the time its 
charter was granted in 1873. 

Q. Under what name was it first incorporated ? A. The Widows' 
and Orphans' Friendly society. 

Q. In what capacity were you then associated with this society ? 
A. I was the secretary of a tentative organization working out — 
well, I was working out the plan upon which the company is at 
present organized. 

Q. The company continued business under that name for how 
long? A. Until, I think it was 1875. 

Q. It was incorporated by special charter ? A. By special charter 
of the Legislature of New Jersey. 
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Q. Of the legislature of New Jersey ? A, Yes. 

Q. And this amendment was by special charter in 1875? 
A. Yes, sir. 

Q. What sort of business did it do during that period ? A. Well, 
it did a similar business in practise to that that it now does, but dif- 
fering in details. 

Q. It did what is called an industrial business, weekly payments? 
A. Of that nature ; yes, sir. 

Q. When I referred a moment ago to your study of this subject it 
was with the understanding that prior to the time you became con- 
nected with the New Jersey company you had had some connection 
with similar companies abroad ? A. No, sir; no connection with 
similar companies abroad. I had studied the subject in all the books 
and literature that I could find in the libraries here. I had some in- 
terest in it, I think originally, by a reference to it by Mr. Elizur 
Wright in one of his early reports, and it seemed to me that there 
was a great field for the operation of that business in this country, 
and my attention being directed to it, I began to study it. At that 
time there was comparatively little literature to be had in this 
country upon it; but whatever there was relating to friendly so- 
cieties and kindred organizations I tried to find and read. 

Q. And that continued until 1873 ? A. Yes, sir. 

Q. When you became interested in this society you have men- 
tioned? A. Yes, sir. 

Q. Was the Widows' and Orphans' Friendly Society a stock cor- 
poration ? A. Yes, sir. 

Q. What was the amount of its capital stock ? A. The author- 
ized capital stock was twenty-five thousand dollars ; not exceeding 
one hundred thousand dollars, of which twenty per cent must be 
paid in. 

Q. How much of the capital stock of that company was paid in ? 
A. Ultimately do you mean, Mr. Hughes? 

Q. Yes. A. Ultimately, something like ninety-one thousand dol- 
lars was paid in by stockholders. 

Q. When was the name of the company changed from the 
Widows' and Orphans', from the Prudential Friendly Society, which 
I understand was the name in 1875? A. From the Prudential 
Friendly Society, my impression is it was in 1876, about that time, 
March 15, 1877. 

Q. And its name became what ? A. The Prudential Insurance 
Company of America, 

Q. The name it now has ? A. Yes. 

Q. You were originally secretary ? A. Yes, sir. 
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Q. And you remained secretary for how long ? A. I was secre- 
tary until I was elected president, in May, 1881, 1 think. 

Q. At what time was it that the ninety-one thousand dollars was 
paid in, or by what time had the payments aggregating that amount 
been completed ? A. Fifty-nine hundred dollars was paid in when 
the company was put upon its present basis in 1875. That aniount 
of capital continued at that figure until the company desired to 
enter the states of New York and Pennsylvania, in 1879, when the 
capital was then increased by an additional payment by the stock- 
holders and a small dividend out of the then surplus of the company, 
making the capital of the company sufficient to enable it to com- 
ply with the requirements of the laws of New York and Pennsyl- 
vania. 

Q. And at that time was the aggregate reached of ninety-one 
thousand ? A. That was the aggregate paid in by the stockholders ; 
as I explained, there was a small additional amount paid out of the 
then existing surplus, making it one hundred thousand dollars. 

Q. What have been the additional increases in the capital stock 
of the company? A. They have been increased from time to time, 
until the capital stock is now two million dollars. 

Q. Is it a fact that all the increases, from the time when it was 
one hundred thousand dollars to the present time, have been 
through stock dividends? A. That is a fact. 

Q. Yes. A. If you will allow me to explain ; the Prudential was 
organized as a stock company, purely and simply ; there never was 
at that time a thought of its doing a mutual business. Its business 
was confined exclusively to industrial insurance. Following the 
precedent of the Prudential of London, from which the company 
took its name and system of business, whatever surplus might be 
created out of the business was then considered as the property of 
the stockholders of the company. Out of this surplus thus created 
and belonging to the stockholders, from time to time dividends were 
declared, until as I said, the capital amounted to two million dollars. 

Q. So that capital of two million dollars represented $91,000 
originally paid in, and the profits upon that investment ? A. About 
$91,000. There was a mere fraction of difference. 

Q. And the rest were profits upon that investment? A. Pre- 
cisely. 

Q. When was it that the stock reached the aggregate of two 
million dollars ? A. If you will allow me to refer to a paper, Mr. 
Hughes, I will tell you. 

Q. Certainly. A. The story has been told to the public many 
times, and I have no objection, I am sure, to repeating it here. The 
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last increase in the capital stock from the surplus of the company 
was in the year 1893. If I follow the line here correctly, 1893. 

Q. What dividends are paid upon the capital stock of two million 
dollars ? A, Ten per cent, annually. 

Q. That has been so continuously from 1893 to the present time ? 
A. Yes, sir ; and prior to that 

Q. Who are the officers of the Prudential? A. I am the presi- 
dent ; Dr, Leslie D. Ward is vice president ; Edgar D. Ward is sec- 
ond vice president ; and then the counsel, Forrest Dryden, is third 
vice president Mr. Wilbur S. Johnson is fourth vice president and 
comptroller. Edward Gray is the secretary. Do you wish the 
other junior officers, such as the actuaries and doctors and so forth ? 
Q. No ; that will do. Who are the directors of the Prudential ? 
A. We have fourteen directors. I have not a list of them. I think 
I can give them from memory. 

Q. The officers you have mentioned are all directors ? A. The 
officers I have mentioned are all directors excepting the secretary, 
who is not a director. 
Q. Is Forrest F. Dryden a relative of yours ? A. He is my son. 
Q. How long has he been connected with the company? A. 
Well- 
Q. I am furnished with a list of the officers which I will read : 
Leslie D. Ward, vice president ; 
Edgar B. Ward, second vice president ; 
Forrest F. Dryden, third vice president ; 
Wilbur S. Johnson, fourth vice president and comp- 
troller ; 
Jacob K Ward, counsel ; 
Edward Kanouse, treasurer ; 
Edward Gray, secretary ; 

T. C. K Blanchard, superintendent of real estate ; 
Fred. C. Blanchard, supervisor of loan department ; 
John K. Gore, actuary. 

Directors- 
John F. Dryden. 
Leslie D. Ward, 
Edgar B. Ward, 
Theo. C. E. Blanchard, 
SethA. Keeney, 
Fred. C. Blanchard, 
Edward Kanouse, 
Forrest F. Dryden, 
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Jerome Taylor, 
William T. Carter, 
Jacob K Ward, 
Anthony R Kuser, 
Uzal H. McCarter, 
Wilbur S. Johnson, 
Thomas N. McCarter. 

Q. How long has Mr. Forrest F. Dryden been connected with the 
company? A. I think he first entered the service of the com- 
pany fully twenty-five years ago as a boy, for which he re- 
ceived three dollars a week. He remained in that con- 
nection for possibly two years, when he left and went 
to school. He returned later on and went into the ser- 
vice of the company in the field work as an inspector, and 
afterwards became assistant superintendent in the field. Following 
that he became superintendent of a district. Following that he be- 
came assistant secretary of the company — upon th6 death of the 
previous secretary, or resignation of the previous secretary, he be- 
came secretary. Subsequently he was made third vice president, 
which office he now holds. I think his last connection with the 
company probably covers a period of about twenty years. 

Q. Have you any other relative connected with the company. 
Senator? A. Well, I believe I have one or two relatives, not 
very near, and not holding very important positions. I have a 
nephew who is getting, I think, twenty dollars a week. He has 
been with the company five years, and now gets that salary. I do 
not recall that I have any other direct relatives. My son-in-law, I 
should say, is a director in the company, but not in the employ of 
the company. 

Q. That is Mr. Anthony R. Kuser ? A. Yes, sir. 

Q. Mr. Edgar Ward and Mr. Leslie I). Ward are brothers ? A. 
They are brothers, and they have been associated with me from 
1875, when the company was organized upon its present basis. 

Q. Is Mr. Jacob E. Ward also a relative? A. He is a brother of 
the other two gentlemen named Ward. 

Q. And Uzal H. McCarter and Thomas N. McCarter are brothers? 
A. They are. 

Q. What arrangement was made in or about 1903 for the transfer 
of the control of the stock of the Prudential to the Fidelity Trust 
Company ? A. I suppose you will allow me to make a little state- 
ment, will you, explaining the transaction ? 

Q. Certainly. A. For some time I had been apprehensive as to 



Digitized by 



Google 



836 Exhibits 



the distribution of the stock of the company. The founders of the 
company, those who were associated- with me, and my other co- 
workers were getting older and dying off, and the stock was pass- 
ing into the hands of their estates or it was being sold and distrib- 
uted. I saw that the time might come when that would be a very 
dangerous situation for the policy-holders of the company. The 
company had been my own life work, and I had my pride in it, and 
in addition to that I was extremely anxious to protect the great 
mass of policy-holders who had shown their confidence by insuring 
with us. I consulted counsel as to various schemes. My first 
proposition was to extend to the policy-holders the right of fran- 
chise, the right to vote at the annual meetings. I was advised that 
without the unanimous consent of all the stockholders, and in the 
face of the objection of any stockholders, that that scheme could 
not be carried into effect. I think it was several years that I had 
that scheme in my mind, and talked at different times with counsel 
as to the matter. Finally I was compelled to abandon it, because I 
knew it was impossible to get the unanimous consent of all the 
stockholders. I then began to inquire as to some other plan by 
which that stock could be concentrated and held together for the 
protection of the company, and as a defense against the attempts 
of any selfish interests to get control of that company for selfish 
purposes. A number of different schemes were proposed and re- 
jected. This plan of selling to the Fidelity a majority of the stock 
of the Prudential and then in turn of purchasing of a new issue of 
stock of the Fidelity a sufficient amount for the Prudential to own 
a majority of that stock, and thus control the situation, was pro- 
posed, and after careful consideration was adopted. 

This matter was talked over very fully with the managers and 
members of the Board, and enough of the stock of the Prudential 
entered into an agreement with the Fidelity, under which they 
bound themselves to sell to the Fidelity a suflScient amount of 
Prudential stock to lodge in that company the control. I was about 
to take steps to carry out the other part of the scheme, via. the 
purchase by the Prudential of enough of a new issue of the Fidelity 
stock to give it control of the Fidelity, when action was taken 
before the Court and the Court intervened, and an objection was 
raised and sustained by the Court. In the meantime this other part 
of the contract as to purchasing the Prudential stock by the Fidelity 
had become a contract. Every party, including the Fidelity, was 
bound to carry out that contract. This scheme I advertised widely ; 
it was not done in a comer. I published it in the newspapers. I 
sent notices of it to every stockholder ; I notified every insurance 
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superintendent in the country ; I sent out circulars to our entire 
field staff ; so that they might circulate it among our policy-holders, 
and I gave to it in every way the widest publicity that I could. 

At that time the Prudential stock was selling in the market at 
between 800 and 900. Those who entered into this contract with 
the Fidelity agreed to sell their stock to that company at 600. 
Small blocks, as I say, commanded a price of between 800 and 900, 
and it is needless to say that the control of the company 
would have commanded a much higher price. Many of the 
stockholders of the Prudential were so dissatisfied with the price 
which it was proposed by the Fidelity to pay for this that they 
absolutely refused to join in it, so that when the matter was con- 
summated only about 60 per cent, of the Prudential stock was 
willing to sell at that figure, practically 40 per cent.— thirty-nine 
and a fraction per cent— refused absolutely to sell to the Fidelity 
at that price ; but those of us who had entered into the contract to 
deliver a majority of the Prudential to the Fidelity were bound to 
keep that contract, and thus individually we were forced to sell to 
the Fidelity, in order to carry out that contract, a larger percentage 
of our holdings than we had anticipated or than we desired to sell. 

Now, that part of the contract being consummated, we were un- 
able to carry out the other part of the contract. I had in mind two 
matters — two important matters— in which I wished to protect the 
policyholders of the Prudential Company. One was, as I have said, 
as to the control of the company in order to keep it out of the hands 
of selfish and designing men who had no sentimental attachment 
to it, and the other was to quiet an increasing demand on the part 
of certain stockholders for an increased cash or stock dividend. 
That demand became clamorous and threatening. I had concluded 
that the company had reached its limit, that it had gone as far as it 
ought to go, and I was determined that so far I was concerned I would 
never permit another increase of one dollar, either in stock or cash 
dividends, by the company, and that I would use every influence 
that I legitimately could to prevent it. That was another reason 
for placing this stock where a majority of it could be controlled. 

Q. Who were the parties to the contract with the Fidelity ? A. 
Well, I was one of them. I think every officer who held the Pru- 
dential stock joined in it, some individually, outside — stockholders. 

Q. Was that part of the proposed plan carried out so that the 
Fidelity itself had a majority of the stock of the Prudential ? A. 
No, sir ; not at present. There was objection to the Fidelity's hold- 
ing a 'majority of the stock of the Prudential, and therefore the 
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Fidelity agreed to sell a small amount of that stock, so that it does 
not hold a majority. 

Q. What amount does the Fidelity Trust Company hold? A. 
Nearly a majority ; I don't remember the exact percentage, but 
very near a majority. 

Q. What is the par value of your shares ? A. Fifty dollars. 

Q. So that there are 40,000 shares ? A. Yes, sir. 

Q. And does the Prudential hold over 19,900 ? A. The Fidelity ? 

Q. I mean does the Fidelity hold over 19,900? A. I am not sure 
as to the exact amount. It is a little under a majority. 

Q. A little under 20,000 shares ? A. Yes, sir. 

Q. Had the majority, or over 20,000 shares, been already sold to 
the FideUty ? A. Yes, sir. 

Q. And the Fidelity then parted with'a fraction ? A. Yes, sir. 

Q. To reduce its holdings to something under half of the entire 
amount of the stock ? A. It did. 

Q. This took place in 1903 ? A. Yes, sir. 

Q. And the holders of the 20,000 approximately who sold to the 
Fidelity received approximately $6,000,000? A. Yes, sir; they did. 

Q. iAjid those who received $6,000,000 for the stock were substan- 
tially of the company, were they not? A. Largely so ; yes, sir. 

Q. Well, they embraced yourself and the Messrs. Ward and the 
Messrs. McCarter? A. Well, Mr. McCarter, I think, held a very 
small amount ; very small amount, if any ; I don't recollect ; I pre- 
sume he held some, but it was very small. 

Q. You yourself held a very large part of it? A. I held a con- 
siderable. 

Q. And the Messrs. Ward ? A. Yes> sir. 

Q. In other words, the controlling interest in the company resided 
in your family and the Ward family, did it not? A. Not abso- 
lutely ; no, sir ; it did not. 

Q. How nearly? A. If it had, I should not have needed to carry 
out this scheme. I should say that the Ward family and myself 
possibly held one-tnird ; around one-third ; about one^third, possibly. 

Q. And the McCarter family ? A. Well, they held practically— I 
don't know of any of the McCarter family but one that possibly held 
any at that time, and if he held any, it was a very slight amount. 

Q. Now, the board of directors of the Fidelity Trust Company 
included yourself? A. Yes, sir. 

Q. And Mr. Leslie D. Ward and Edgar B. Ward ? A. They did. 

Q. And Forrest F. Dryden ? A. I think he was a director at that 
time. 

Q. And Anthony R. Kuser ? A. I think so. 
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Q. And Uzal a McCarter and Thomas N. McCarter ? A, Yes. 

Q. And Wilbur S. Johnson ? A. I think not ; not at that time. 
Let me say, if you will^ that a little over one-third of the board of 
directors of the Fidelity ^e interested in the Prudential, either as 
stockholders or as officers and stockholders ; nearly two-thirds of the 
directors of the Fidelity have no interest in the Prudential what- 
ever, 

Q. But the officers of the Prudential that I have mentioned are 
al&o directors of the Fidelity? A. I think so. 

,Q. And were at that time. Now, haying carried out, so far as 
possible, the plan for placing the stock with the Fidelity — that is, 
in effect, a fraction under a majority^how far were you able to 
carry out the plan of placing the control of the Fidelity Trust Com- 
pany with the Prudential ? A. We were not able to carry it out at 
all, so far as the Prudential as a corporation was concerned ; the 
Prudential was prevented from taking any additional stock at that 
time. The Prudential owned, and had owned for a few years, some 
of the Fidelity's stock, but it was not permitted to take any more. 

Q. There was an increase of stock by the Fidelity Trust Com- 
pany, was there not? A. Yes, ar. 

Q Are we right in the year in saying 1903 that this sale of the 
Prudential's stock— A. I believe that to be so ; 1903 ; I think that 
is so. 

Q. Was there an increase in the Fidelity Company's stock in 
1902 ? I note, from your list of stocks owned, that $250,000 in par 
value of the stock of the Fidelity Trust Company was purchased in 
1900, and $238,500 in par value was purchased on February 28th, 
1902, the latter purcha3e having been made at $500 for the price of 
$1,192,000 ; and deducting certain stock sold, your present holding 
of the Fidelity Trust Company's stock is stated to be $480,000 in 
par value, witii a book value of $1,775,000. Now, was any part of 
that stock acquired with reference to the plan that you have sug- 
gested? A. Not a shaire of it. 

Q. So what you proposed to accomplish was to acquire stock in 
addition, which would give a control of the Fidelity? A. Yes, sir, 

Q. But, owning four hundred and eighty thous^uid dollars in par 
value of the stock of the Fidelity, you were short of a control of 
how much ? A. After the stock was increased ? 

Q. Was it increased ? Was the stock of the Fidelity increased ? 
A, The stock of the Fidelity was increased. 

Q. To what amount? A. To two millions of dollars. 

Q. And representing what number of shares? A. Previous to 
that it was one and a half millions of dollars, and the increase would 
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represent five thousand shares — five hundred thousand dollars in- 
crease. 

Q. There were twenty thousand shares all told ? A. Yes, sir. 

Q. Of which you have forty-eight hundred ? A. Yes, sir. 

Q. Now, have you increased your holdings in the stock of the 
Fidelity? A. Personally? 

Q. No, I am referring to the company. A. The Prudential— no, 
sir. 

Q. Do you hold stock of the Fidelity Trust Company as collateral 
when you— when I say you I am referring to your company ? A. 
I think not. I do not think we have a share of the Fidelity stock 
as collateral. 

Q. It has been suggested that in order to effect the control of 
the Fidelity you have made large loans upon its stock ; is there any 
truth in that? A. Absolutely nothing. We did at one time have a 
little Fidelity stock as collateral, but that I have taken out entirely, 
and we have not had for, perhaps, a year and a half —have not had 
a share of it. 

Q. Pardon me ; did I interrupt you ? A. No, sir. 

Q. Where did the Fidelity company get the money to buy stock 
of the Prudential ; that is, the six million dollars, approximately, 
that was required for that purpose ? A. It got it from its assets, 
its capital and surplus and so forth. 

Q. The Equitable Life Assurance Society invested considerable 
in the stock of the Fidelity, did it not? A. I believe they did. 

Q. And when did it make that investment? A. I think— well, I 
should say, perhaps, in 1902, although I am not positive. 

Q. At the time that you got the additional two thousand three 
hundred and eighty-five shares ? A. I should think so ; I am not 
positive. 

Q. Did they invest at that time about the same amount that you 
invested ? A. No, sir ; I should think not ; I don't recollect just 
what their investment was, but my impression is they did not invest 
as much as we did. 

Q. From the last report of the Equitable it appears that they 
were the holders, on December 31st, 1904, of two hundred and fifty 
thousand dollars in par value of the capital stock of the Fidelity 
Trust Company, of the book value of $1,375,000 ; was that ac- 
quired in 1902, according to your recollection ? A. Well, I should 
think so ; but I don't want to speak with too much positiveness on 
that 

Q. Who took the increased shares of the Fidelity when, in 1903, 
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it increased its stock ? A. They were taken by individuals. I 
took some and my associates took some. 

Q. Were the increased shares taken largely by those who sold 
shares of the Prudential to the Fidelity? A. I think some who 
sold stock to the Fidelity took none whatever of the increase. 
Q. And others did ? A. And others did ; yes. 
Q. And, in addition to the stock-holding that you had in the 
Fidelity, you kept for a considerable time a large amount of money 
on deposit with the FideHty. Looking at the report of your com- 
pany, of its monthly balances, it would seem that the balance with 
the Fidelity Company has remained at substantially one million 
four hundred and eighty thousand dollars for about a year ; in ef- 
fect, that one million four hundred thousand dollars and upward 
since May, 1904, and prior to that time, and through the years 1903 
and 1904, to May, 1904, it was in the neighborhood of five million 
dollars. Do you recall that fact? A. I do. 

MR. HUGHES.— I will read the balances into the record from 
January 31st, 1903, that is, the monthly bank balances of the Pru- 
dential Insurance Company of America with the Fidelity Trust 
Company of Newark : 

January 31, 1903 $4,928,752 00 

February 28, 1903 4,953,811 00 

March 31, 1903 5,293,177 00 

April 30, 1903 4,125,656 00 

May 29, 1903 4,493,405 00 

June 30, 1903 5,346,685 00 

July 31, 1903 5,598,092 00 

August 31, 1903 6,261,068 74 

September 30, 1903 6,211,988 33 

October 31, 1903 6,036,439 37 

November 30, 1903 6,397,138 31 

December31, 1903 4,098,255 21 

January 30, 1904 4,013,198 92 

February 29, 1904 4,411,350 15 

March 31, 1904 5,101,123 32 

April 30, 1904 4,621,432 32 

May31,1904 1,457,317 47 

June 30, 1904 1,543,531 65 

July 29, 1904 1,460,147 53 

August 31, 1904 1,439,745 06 

September30, 1904 1,441,412 77 

October 31, 1904 1,467,463 50 

November30, 1904 1,480,565 38 
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December 31, 1904 1,480,505 06 

January 31, 1905 1,480,811 26 

February 28, 1905 1,482,327 04 

March 31, 1905. : 1,482,800 37 

April 29, 1905 : ... 1,482,809 39 

May 31, 1905. 1,480,176 90 

June 30, 1905 ., 1,485,694 96 

July 31, 1905 1,485,375 38 

August 31, 1905 1,485,284 20 

Q. Is this account with the Fidelity Trust Company an active 
account? A. Not so active as some other accounts at present. It 
has been at times very active. 

Q. Apparently you planned to leave with that company at present 
about one million four hundred thousand dollars on deposit ? A. 
That has been our plan for some little time. 

Q. Well, I suppose that is not an accident ; that is the under- 
standing of what should be left on deposit ? A. Our understand- 
ing with the Fidelity was that they should be our main depositor. 
They are a large tenant of us, occupying important quarters in our 
building, and it was only proper we thought ; it was only proper 
that we should treat them as our principal depositors, and we have 
doiie so. 

Q. What rate of interest do they pay you upon the deposit ? A. 
Two per cent. 
Q. Upon the entire amount? A. Yes, sir. 
Q. Did they pay you two per cent, interest when formerly the 
deposit was five million dollars, approximately ? A. Yes, Hiey did. 
Q. For what reason did you reduce the amount left on deposit 
with the Fidelity from about five million dollars to a million and a 
half ? A. We did it to reduce the obligation of a single corporation 
to our company. 

Q. And about the same time you increased your balance with the 
Equitable Trust Company of New York ? A. We did. 

Q. Is the Prudential interested in the Equitable Trust Company 
of New York? A. Not— 
Q. Has it any stock interest in it? A. No stock interest. 
Q. Have the officers of the Prudential a stock interest in the 
Equitable Trust Company? A. I think possibly two or three — ^the 
officers have a very small interest I personally had a very small inter- 
est, I had an interest of 27,500 shares out of —I think their capital is 
three million and I had 27,500. My interest was the largest of any 
of the officers, and that was the extent of my interest. 
Q. That remains true now ? A. That remains true now. 
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Q. Were any of the officers of the Equitable Life Assurance 
Society officers or directors of the Fidelity Trust Company ? A. 
They were. 

Q. Who were directors—you said $275,000 as your interest in the 
Equitable— you meant— A. $2,750. You confuse me with your 
array of figures, Mr. Hughes. 

Q. We can straighten it out. A, $27,500. I have got it at last. 
That was the extent of my interest— $27,500. 

Q. Now, what officers of the Equitable Life Assurance Society 
are officers of the Fidelity Company of Newark? A. Mr. Hyde 
still remains a director — well, of the Equitable Trust Company? 

Q. Of the Equitable Life Assurance Society ? A. If you treat 
Mr. Hyde as still a member of the Equitable Life Assurance Society 
he is a director. Mr. Mclntjrre is a director, and Mr. Winthrop is a 
director; Mr. Alexander, Mr. James W. Alexander, has been until 
recently a director, but he has resigned. 

Q. Now, a question came up as to the amount of your invest- 
ments in the Fidelity Trust Company with the Insurance Commis- 
sioner of Massachusetts, I understand? A. Yes, sir. 

Q. And what was the question ? A. The commissioner objected 
to our having so much at risk in one company, including our hold- 
ings in the stock of that company and our deposit in the company. 

Q. He figured out you had more than your capital and surplus, in 
fact, with one company ? A. I think so. 

Q. And you entered into some agreement with him? A. I did. 

Q. What was that agreement? A. That agreement was that the 
company would not have at risk in any one trust company or bank 
either by ownership of capital stock or deposit, or both, of more 
than fifty per cent, of the surplus. 

Q. Has that been lived up to ? A. Yes, sir ; absolutely. 

Q. When was that agreement made ? A. I think a year and a 
half ago, possibly two years ; I can't remember. 

Q. And it was about that time that you decreased your deposits 
with the Fidelity? A. I think it was. We proceeded at once to 
carry out my agreement with the Commissioner of Massachusetts. 

Q. Yes. Now, is it a fact that the Prudential and those who 
were interested in the Prudential as officers or stockholders con- 
trolled the Fidelity Trust Company ? A. I think that is so. 

Q. What is the Public Service Corporation? A. Well, the Public 
Service Corporation is a corporation which owns and controls a 
large number of electric light plants, gas and trolley companies in 
New Jersey. 
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Q. Are officers of the Prudential interested in the Public Service? 
A, They are. 

Q. Is the Prudential a holder of securities issued by the Public 
Service Corporation ? A. The Prudential is and has been for a long 
time, long before the Public Service was formed, the owner of the 
securities of some of the companies which are now subsidiary com- 
panies of the Public Service. 

Q. The Public Service Corporation is what is called a holding 
company — that is, it issues its securities against the stocks and 
bonds of subsidiary corporations who continue to maintain their 
identity and manage their business? A. No, sir; the Public 
Service has guaranteed certain returns upon the stock of some of 
those corporations. The Public Service when it organized assumed 
similar obligations which had been created previously by other cor- 
porations. 

Q. To what extent is the Prudential interested in securities of 
companies owned by the Public Service Corporation ? A. We hold 
the bonds of some sixteen different companies controlled by Public 
Service. These bonds, a number of them, are on very old com- 
panies, and their bonds are what are known as underlying— that is, 
they are away down below the securities created more recently. 
The Prudential owns no stock whatever, either of the Public 
Service or of any subsidiary company of the Public Service. The 
bonds of those sixteen companies already issued amount to about 
twenty-four millions of dollars, and, in addition to that, there is an 
issue of stocks by those various corporations amounting to some- 
thing like over a hundred million dollars more. Now, of the bond 
issue the Prudential owns of those sixteen corporations a shade 
over five per cent, of the entire issue, practically ninety-five per 
cent, of those bonds are owned by the great investing public. 

Q. Now, the Prudential makes loans to the Public Service Cor- 
poration, does it ? A. We have done so in several instances. My 
belief is that they have not had a loan with us for some time. 
Every loan that we ever made was paid off, I think, long ago. 

Q. When was the Public Service Corporation organized? A. I 
think it was about two years ago ; about two years and a half ago, 
I would say, Mr. Hughes. 

Q. I note here on December 29th, 1903, four loans of $500 each ? 
A. $500,000. 

Q. $500,000 each, making a total of two million of dollars? 
A. Yes, sir. 

Q. Which apparently were renewed in May, 1904, and carried to 
November 25th, 1904, when they were paid, there being an addi- 
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tional loan of a million of dollars on October 31st, 1904, which was 
also paid in November, 1904. Were the loans that I first mentioned 
made to facilitate the organization and acquisition of properties of 
the Public Service Corporation ? A. I, of course, cannot tell just 
what the Public Service used that money for, but our loans were 
made upon bonds which were ample security for the money we 
loaned. I did not follow the money, as a matter of course, after it 
left us. 

Q. Are you a director of the Public Service Corporation? A. I 
am. 

Q. And is Mr. Leslie D. Ward also a director ? A. He is. 

Q. And are Messrs. Anthony R. Kuser, Uzal H. McCarterand 
Thomas N. McCarter also directors ? A. They are. 

Q. Are there any other officers or directors of your company who 
are directors of the Public Service Corporation ? A. I think so ; I 
think not. 

Q. How many directors are there in the Public Service Corpora- 
tion ? A. My impression is that there are twenty-five. 

Q. And who is president of the Public Service Corporation? 
A. Thomas N. McCarter. 

Q. He is one of your directors ? A. He is. 

Q. Who is president of the Fidelity Trust Company ? A. Uzal 
H. McCarter. 

Q. What interest has the Prudential Company in the Union 
National Bank ? A. We are a stockholder in that bank. 

Q. To what extent? A. $450,000. 

Q. And what is the entire amount of the stock of the Union Na- 
tional Bank ? A. $1,500,000. 

Q. Do the Prudential Company and the officers and directors of 
that company control the Union National Bank ? A. Meaning the 
officers and stockholders of the Prudential ? 

Q. Yes. A. No, sir ; I should say not by any means. 

Q. I am informed that the capital of the Union National Bank is 
$1,000,000. Does that accord with your recollection ? A. I think 
it is a million and a half ; that is my recollection— my recollection 
is it is a million and a half —my recollection is it is a million and 
a half. 

Q. You maintain a balance, bank balance, with the Union Na- 
tional Bank of approximately a million and a half ? A. We do, yes. 
That is a very active account ; our checks come from all over the 
country to that bank, and it is an important bank for us. 

Q. And for a long period, that is apparently since December, 
1903, your monthly balances have not fallen below a million dollars, 
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and for most of the time they are considerably in excess of that? 
A, We keep them up to that figure. 

Q. And what interest do you get upon your balances? A. Two 
per cent. 

Q. Who is the president of the Union National Bank? A. Will- 
iam Sherer. 

Q. He is a director in the Fidelity Trust Company ? A. Yes, sir. 

Q. And a director in the Public Service Corporation ? A. I think 
not ; no, sir ; think not. 

Q. Are you a director in the Union National Bank ? A. I am. 

Q. And is Mr. Leslie D.Ward? A. Yes, sir. 

Q. And Edgar B. Ward, Forrest H. Dryden, Uzal H. McCarter, 
Thomas N. McCarter? A. Yes, sir. 

Q. You have said that the President of the Fidelity was Uzal H. 
McCarter. Who is vice President? A. I am vice-president, and 
have been since the company was organized, many years before 
the Prudential had any interest in it whatever. 

Q. You have said that the president of the Public Service Corpor- 
ation was Thomas N. McCarter? A. Yes, sir. 

Q. Who is vice-president? A. Well, I think there are four vice- 
presidents— three. 

Q. Is any one of them connected with the Prudential ? A. No, 
sir ; I think not. 

Q. You have said that William Sherer is president of the Union 
National Bank ; who is vice-president ? A. Leslie D. Ward, I think. 
BYMR.TULLY. 

Q. Is that a Newark bank? A. Yes. 

Q. Is that the same Mr. Sherer who is manager of the New York 
Clearing House ? A. No, sir ; that it a different gentleman. 
BY MR. HUGHES. 

Q. Is the Prudential Company the owner of any other stocks save 
those of the Fidelity TrustCompany and the Union National Bank ? 
A. None whatever. 

Q. All its other investments are in bonds ? A. Yes, sir. 

Q. Who are Robert Winthrop & Company? A. They are a very 
old, respectable and responsible banking house in New York. 

Q. With whom your company has very large dealings ? A. Yes, 
sir ; our first financial transactions in the way of buying secur- 
ities were made with Robert Winthorp & Company ; we were rec- 
ommended to them by conservative bankers in our city, and having 
made a connection with them many, many years ago, we have con- 
tinued it down to the present day. 

Q. I note a considerable amount loaned to Robert Winthrop & 
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Company. Is any officer of your company, of the Prudential Com- 
pany, interested in any of these loans? A. Not to the extent of 
one cent. 

Q. Are those business loans made to the firm of Robert Winthrop? 
& Company on approved collateral? A. Entirely so. 

Q. They are not loans made in their name for anyone else ? A. 
No, sir. 

Q. I note that a very large number of your purchases of your 
securities are made through Robert Winthrop & Company ? A. 
They are. 

Q. Was any officer or director of your company interested in 
those purchases ? A. Not to the extent of one cent. 

Q. Receives in no way any commissions upon them or interest in 
the firm of Robert Winthrop ? A, In no way — in no manner what- 
ever. 

Q. Do you know Eisele & King, the Agents of the Equitable. 
A. I do ; yes, sir. 

Q. It appears that you make loans from time to time to Eisele & 
King ? A. They have ceased to be agents of the Equitable and 
opened a banking house in Newark, and we loan them as bankers. 

Q. When did they cease to be agents of the Equitable ? A. I think 
probably a year ago ; I am not accurate as to the date. 

Q. So that the loans mentioned on your sheet were subsequent to 
the time when they were agents of the Equitable ? A. Yes, sir. 

Q. Is it a fact that the policyholders in the Prudential at one 
time did have a right to vote ? A. There was such a provision in 
the charter as originally passed, but when the company was organ- 
ized on its present basis it was thought by the directors and stock- 
holders better to abolish that provision, and while I regret now it 
was done, it was done as a matter of fact thirty years ago, or about 
that time. 

Q. What was the nature of the provision? A. Well, it is rather 
indefinite ; it is so long ago since I looked at it, but as I remember 
it everyone holding a policy was a member of the association or 
company, and as such had a right to vote ; I am not clear in my 
memory. 

Q. I think you testified that an act of the Legislature took away 
the right of the policyholders to vote ? A. Yes, sir. 

Q. Was the passage of that act procured by your company ? A. 
Yes, sir. 

Q. In order that they might go under a stockholding ownership 
entirely ? A. Yes, sir. 

For the convenience of the record I will refer to the act 
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of March 30th, 1880, passed by the Senate and General As- 
sembly of the State of New Jersey. 
Q. Does any officer of your company receive from the firm of 
Robert Winthrop & Company any commission in the way of inter- 
est or otherwise in any individual account? A, None whatever. 

Q. We have asked your company to supply us with a statement 
as to contributions made for political purposes ; is this statement 
which has been handed us complete ? A. It is complete as far as I 
know. 

MR. HUGHES.— I will read it upon the record " The com- 
pany has made no contribution to any political campaign 
fund, either national, State or municipal, during the ten 
years last past except as follows: To the Republican 
National Campaign in 1896, $6,000 ; in 1900, $iO,000, and 
in 1904 $10,000." 
Q. You have been asked to furnish the committee with a state- 
ment of the legal expenses incurred by the Prudential Company? 
A. Yes, sir. 
Q. For ten years last past? A. Yes, sir ; I have a copy here. 
Q. Is this statement complete ? A. Yes, sir ; as far as I am 
aware. 

MR. HUGHES.— I will have it marked for identification. 
Paper marked " Exhibit 674 " for identification. 
MR. HUGHES.— This is condensed form, and I will read it 
upon the record. 
1895— Dec. 1 and 3, inclusive, total legal- 
Expenses $9,253 52 

General counsel fees 425 00 

Services and disbursements in connection with 

litigation 3,109 97 

Services and disbursements in connection with 

legislation None. 

1895— Dec. 1 and 3, inclusive, — 

Services and disbursements in connection with 

real estate matters 11 05 

Miscellaneous services and disbursements. . . . 5,607 50 

1896— Total legal expenses for year 23,308 56 

General counsel fees 8,600 00 

In connection with litigation 13,032 30 

In connection with legislation 408 34 

In connection with real estate matters 223 96 

Miscellaneous 1,043 96 
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1897— Total legal expenses for year 30,345 54 

General counsel fees 2,375 00 

In connection with litigation 16,576 78 

In connection with legislation 9,137 63 

In connection with real estate matters 194 07 

Miscellaneous 2,062 06 

1898— Total legal expenses for year 28,833 91 

General counsel fees 7,200 00 

In connection with litigation 14,517 44 

1898— In connection with legislation 4,960 00 

In connection with real estate matters 954 47 

Miscellaneous 1,202 00 

1899— Total legal expenses for year 36,771 28 

General counsel fees 650 00 

In connection with litigation 16,152 50 

In connection with legislation 15,899 42 

In connection with real estate matters 1,043 70 

Miscellaneous 3,025 66 

1900— Total legal expenses for year 25,221 30 

General counsel fees 1,400 00 

In connection with litigation 19,682 63 

In connection with legislation 3,843 32 

In connection with real estate matters 285 85 

Miscellaneous 90 50 

1901— Total legal expenses for year 29,308 09 

General counsel fees 700 00 

In connection with litigation 23,943 79 

In connection with legislation 3,703 43 

In connection with real estate matters 955 27 

Miscellaneous 5 60 

1902— Total legal expenses for year 24,097 96 

General counsel fees 740 00 

In connection with litigation 13,986 56 

In connection with legislation 3,152 40 

In connection with real estate matters 20 00 

Miscellaneous 6,269 00 

1903— Total legal expenses for year 35,484 41 

General counsel fees 1,250 00 

In connection with litigation 28,367 85 

In connection with legislation.. None. 

In connection with real estate matters 545 00 

Miscellaneous 5,351 56 

1904— Total legal expenses for year 97,836 61 
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1904-General counsel fees 28,000 00 

In connection with litigation 49,227 25 

In connection with legislation 7,276 50 

In connection with real estate matters 2,476 75 

Miscellaneous 10,856 11 

1905— January 1st to September 1st— 

Total legal expenses 54,117 44 

General counsel fees 1,250 00 

In connection with litigation 50,041 94 

In connection with legislation 2,500 00 

In connection with real estate matters 325 00 

Miscellaneous 50 

Q. I call your attention to the item for the year 1899, services and 
disbursements in connection with legislation, $15,899.42 ; to what 
does that pertain ? A. That is 1899 in connection with legislation ? 
Q. Yes. A. We have two payments here, one of $2,521.50 and 
the other of $2,500, paid to Andrew Hamilton. We employed him 
that year, and, so far as the records show and as I can recollect, it 
was the only time he was employed by us. Judge Hamilton was a 
man of wide reputation as an authority upon the insurance law of 
New York ; he was the author of a book upon insurance law. We 
had some trouble in the different Legislatures, and I sent for Judge 
Hamilton and asked him to represent us. That accounts something 
for $5,000 of that amount. Then we had in Colorado what to us 
was a very important matter. The Legislature of Colorado had 
passed a law prohibiting insurance upon the lives of children. It 
was the only State that had passed such a law, although an effort 
had been made at different times in different States. I believe it 
was the only legislative body in the world, as my memory serves 
me, that had passed a law prohibiting absolutely insurance of lives 
upon children. We were extremely desirous of getting that law re- 
pealed, and we employed in Denver a prominent counsel, who prac- 
tically devoted his winter to that work in the effort to get that law 
repealed, appearing before committees and before the Legislature 
and so forth. That amounted to $7,500, the amount we paid to this 
gentleman. 

Q. Who was he ? A. James H. Blood, which, together with the 
$5,000 we paid to Judge Hamilton, amounts to $12,500 of the 
$15,000 disbursement. 

Q, Do you recall the way in which the rest was disbursed ? A. 
We paid to the Metropolitan Life Insurance Company, as our pro- 
portion of some expenses in matters of litigation— of legislation 
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which they looked after— we paid to them that year $3,377.92. 
That accounts for about all of it. 

Q. In connection with what legislation was Mr. Hamilton employed ? 
A. My memory is not as clear as I wish it was, but it related to 
Illinois for one State and I think there were some other States in 
which there was threatened legislation which we were desiroijs of 
protecting the company against. 

Q. Do you know the nature of the legislation threatened? A. I 
cannot remember it. I suppose it was of the usual kind that comes 
up. 

Q. Did you understand that Mr. Hamilton was to render services 
himself or was to employ others? A. I understood he was to 
render services himself. 

Q. You knew that he was a New York attorney ? A. Yes, sir. 

Q. Did you know whether he had any facilities for rendering the 
serviceshimself in Illinois? A. Well, I do not recall particularly 
about that. 

Q. Did you know his relation to the New York Life ? A. Not 
particularly ; no, sir. 

Q. Who introduced you to Mr. Hamilton ? A. My impression is 
that I sent for Judge Hamilton, having heard of his standing as an 
authority upon insurance legislation. 

Q. Did you frequently co-operate with the Metropolitan in regard 
to matters of legislation? A. Yes, sir ; we have done it a number of 
times for the reason that we have found it more economical and 
often more efficient instead of working at cross purposes— there is 
a concentration and uniformity of effort. 

Q. I suppose that relates particularly to industrial matters ? A. 
Largely so ; yes, sir. 

Q. And in such a case who undertakes the management of the 
matter— the Metropolitan or yourself, or do you do it jointly? 
A. Usually the Metropolitan ; in some cases we have looked after 
matters ourselves in some cases, but usually the Metropolitan, I 
think, looks after the majority of cases. 

Q. Have you ever paid any more to A. C. Fields? A. No, sir. A. 
C. Fields? There is a gentleman by the name of Fields who was a 
resident of Baltimore that we have at different times— he is a 
prominent counsel there — ^that we have paid small sums of money 
to ; that is Charles W. Fields, a different man. No, sir ; we have 
never paid any money to C. A. Fields. 

Q. Have you any particular counsel, or is there any person who 
looks after matters of legislation for your company as a rule? 
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A. No, sir ; we look after it ourselves, employing from time to time 
such counsel as we think necessary for that purpose. 

Q. Is it not a fact that, being so largely engaged in the industrial 
business, you have nearly every winter to consider legislation as 
affecting that business ? A. Unfortunately, it is true. 

Q, Is it your idea that you have had more antagonism in pro- 
posed legislation than is met with by most insurance companies ? 
A. Well, I do not know that I can say that, Mr. Hughes ; we have a 
great deal of trouble. 

Q. Well, you in the ordinary department, are engaged in business 
similar to that of the other large companies ? A. Yes. 

Q. And then on your industrial side, you have a specialty in re- 
gard to which there has been much legislative activity ? A. Yes, 
sir. 

Q. And I was wondering whether the fact was not that you had 
perhaps more to do with legislation than a company oniinarily 
would. A. I should say that the fact that we had the two depart- 
ments does add to our troubles in that direction. 

Q. And is this a complete statement of all the moneys that you 
have been called upon to disburse in connection with legislation ? 
A. Complete so far as I know. Our records have been carefully ex- 
amined and I believe it to be accurate. 

Q. You have no account to which items of the sort are charged 
under other headings? A. None whatever. 

Q. So that when we look at this list we know every dollar that 
you have paid out for the purpose ? A. Every dollar. 

Q. Do you contribute to the New York Life to enable it to defray 
its expenses in connection with legislation? A. Nothing; we 
have never paid them a dollar to my knowledge. 

Q. Or to the Equitable? A. Not to my knowledge. 

Q. Or to the Mutual ? A. No, sir ; not to my knowledge. 

Q. Or to any one connected with them ? A. I think to none 
others, except the Metropolitan, as stated. 

Q. How is it possible you have been able to deal with legislation 
in many jurisdictions on so small an outlay ? A. Well, Mr. Hughes, 
we have worked hard and tried to be honest, and we have used our 
best endeavors to avoid any unnecessary expense in that, as well as 
many other directions. 

Q. In how many states do you do business ? A, We do business in 
nearly all the States ; I should say in round numbers forty States ; 
but not industrial business in all of those. 

Q. In how many do you do industrial business ? A. We do indus- 
trial business in all the Eastern, Middle and some of the Western 
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states, and in the border states, along the South, but not in the 
Southern states. 

Q. Are moneys paid out by the Prudential upon executive order 
without further authorization ? A. In many cases they are neces- 
sarily paid out on executive orders, but afterward brought before 
the committees and approved. 

Q. In what classes of cases are they paid out in the first instance, 
upon mere executive orders ? A. Oh, in many cases. 

Q. Are you referring now to the ordinary routine of the business? 
A. Ordinary routine of the business ; yes, sir. 

Q. Of course, payments would have to be made constantly in that 
rountine. A- We could not do business otherwise. 

Q. Certainly not, but apart from the general routine of the in- 
surance business, and coming to special payments to meet particu- 
lar emergencies, are such payments made upon executive order. 
A. I should say as a general matter, yes ; a general proposition, yes? 

Q. Do you have a system of vouchering by which your vouchers 
show the services rendered in case of legal service ? A, We have a 
system, but the investigations which I have made in answer to your 
inquiry has developed the fact that they are not quite as full as I 
wish they had been in the past, and as I intend to have them in the 
future. Many of these small vouchers^— would say, for instance, 
for legal services— without particularly specifying the nature of the 
legal service. The whole matter, of course, was explained at the 
time the voucher was put in, and satisfactorily explained. 

Q. Can you tell me what of the moneys stated here to have been 
spent in connection with legislation have been paid to the Metro- 
politan ? A. Yes, sir ; I can tell you year by year. 

Q. If you will, please? A. Of course, as requested by you, this 
record goes back only ten years. 

Q. Yes? A. During the year 1895 nothing appears to have been 
paid to them. In the year 1896 we paid them $4,078.34. In the 
year 1897 we paid them $6,572.18. In the year 1898 we do not ap- 
pear to have paid them anything that I can discover. In the year 
1899— 

Q. Pardon me a moment. Senator. I have been told that you 
have made a mistake in 1898 ; there were several payments there. 
A. I beg pardon ; yes, that is true. In 1898 we paid them one 
amount of $250, one of $2,000, one of $500, one of $1,680, making in 
all four payments. That was in 1898. I overlooked that. In 1899 
we paid them $3,317.92. In 1900 we paid them $3,043.72. In 1901 
we paid them $3,628.43. In 1902 we paid them $1,832.40. 

MR. WARD.— There was one other payment in 1902 of $420. 
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THE WITNESS.— Yes, $420, and also $1,832.40. 

MR. FISKE. — Those two items are the totals. It is not in addi- 
tion to the original $1,800. 

MR. LINDABURY.-Those two sums are all that they pay. 

THE WITNESS.— Two sums of $420 and $1,832.40. 

MR. FISKE.— Those are the only ones? 

THE WITNESS.— Those are the only ones-one sum of $420 and 
one sum of $1,832.40. In 1903 we appear not to have paid them 
anything. In 1904— 

MR. FISKE.-$1,247. 

THE WITNESS.— $1,240 in 1904. This year we have paid them 
nothing. 

Q. Were these sums paid directly to the Metropolitan.? A. Yes, 
sir. 

Q. What sort of vouchers does your company hold for them ? 
A, We hold the receipt of the Metropolitan. 

Q. Have you anything to show the purposes for which they were 
used ? A. They specify legislation ; I am not sure about that. 

Q. Can you tell us what the nature of the legislation has been in 
connection with which these amounts have been expended? A. It 
has been all kinds of legislation, attacking industrial insurance, child 
insurance, business in every phase. I want to say that at the time 
these payments were made, explanations — ^verbal explanations- 
were always made to us to satisfy us that they were correct. 

Q. Who made the explanations ? A. Mr. Fiske. 

Q. Mr. Fiske had charge of that matter for the Metropolitan ? 
A. Yes, sir; and in every instance he has made to me or to some of 
the other officers an explanation of the disbursement. 

Q. So you have no knowledge yourself as to the nature of the dis- 
bursements, that matter was in Mr. Fiske's hands ? A. Yes. 

Q. Have you memoranda from which you can tell us a little more 
in detail what the legislation has been that you were opposing? 
A, Well, it has been so various it would be hard to state. Now, Mr. 
Hughes, I read in the papers that a previous witness said that in five 
years there had probably been seven hundred bills introduced into the 
legislatures of the States. I took pains to look that up from the best 
authority that I know upon that subject in the country, and I find as 
a matter of fact that in the last five years three thousand bills or 
over have been introduced affecting the life insurance business. 

Q. We had a very interesting memorandum from the files of the 
Equitable, which showed that that company was interested, not 
simply in insurance matters, but in a great variety of subjects that 
might be affected by legislation— railroad companies, trust compan- 
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ies, water rights, and almost everything that could come 
up for legislative action, was the subject of their instruction to 
those who had charge of the matter. Now, I wanted to know 
whether you kept yourself within any more circumscribed limits 
than they ? A. Never, to my knowledge, has there been one dollar of 
the company's money spent in legislative matters except in a legiti- 
mate way and upon matters that affect our own company. Never 
has been one dollar improperly expended. Never has been one 
dollar spent in any way than in a legal, legitimate, open way, in ap- 
pearing before legislatures and legislative committee in reference to 
the matters. You asked how it happened that we had kept our 
legislative expenses so low. I have, time and time again, personally 
been before the legislatures and committees of the legislatures to 
argue upon bills and explain the nature of our business, and to 
do my best to satisfy the committees not to pass inimical and hostile 
legislation. That, of course, cost the company nothing. 

Q. And you generally found it effective ? A. I am happy to say 
that in most cases we were successful, sir. 
BY THE CHAIRMAN. 

Q. Senator Dryden, what do you consider the best authority— the 
one you referred to as to the number of bills introduced ? A. "The 
Weekly Underwriter;'' a publication called "The Weekly Under- 
writer." They have a legislative bureau for keeping track of all 
legislative bills and for a mere nominal sum they furnish to the 
company a list of bills introduced into the different Legislatures. 
BY MR. HUGHES. 

Q. Who does this, Senator ? A. "The Weekly Underwriter." 

Q. All of the bills ? How long has that been the case ? A. Oh, 
probably ten or fifteen years. 

Q. All the bills introduced in the different States ? A. So far as 
they can ascertain them; yes, sir. 

Q. It is not necessary to maintain an establishment for that purpose 
to get that information ? A. Well, there is this trouble about that 
that their information, when it reaches the companies, is liable to be 
a little bit late. They have to wait for reports from all over the 
country. When they publish— 

Q. It is a sort of post mortem information ? A. When they pub- 
lish this list, perhaps the bill has been passed, and the mischief has 
been done. But for the purpose I refer to it is as the record of the 
bills that have been introduced; it was sufficient for my purpose. 
BY THE CHAIRMAN. 

Q. Senator Dryden, is there any publication that you know of, or 
publicity bureau, or other means of information whereby the insur- 
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ance company that wishes can keep informed in reasonable time of 
the introduction of bills and Ithe nature of them? A. I do not 
know of any. We have had in some cases— we have made an ar- 
rangement with a clerk, for instance, of a committee, or something of 
that kind, who is right on the spot, to advise us when a bill is intro- 
duced, but I do not know of any other organized effort. 
BY MR. COX. 

Q. What was the result of the Colorado matter to which you re- 
ferred—was that law repealed ? A. That fight continued up to the 
very last hour of the session. It was repealed, as I remember, 
by one house; a majority in the other house had expressed them- 
selves as in favor of repeal. In the meantime the Legislature had 
fixed a day and an hour for adjournment, and one of the opponents of 
repeal talked the matter to death, and the Legislature adjourned, 
we did not get it. 

Q. Did it not come up again the following year ? A. Well, we 
made an effort, but not so determined an effort, subsequently. We 
became rather discouraged, and we found after all that its effect in 
other States was not so bad as we feared it might be. We feared 
that it might serve as a precedent in other States. The industrial 
business in Colorado itself was not of so much importance as it was 
to prevent a precedent for hostile legislation. 

Q. Is it still a precedent for hostile legislation ? Is it still the law 
of Colorado ? A. Yes, sir; it is still the law, and it is the only State 
that I know of that has a law to this effect. 

Q. So you do not do business of this character in this State ? 
A. We are doing business with adults, but not with children. 

Q. Before you leave this topic of legislation, I would like to ask 
you a question or two. How long have you been in public oflSce, Sen- 
ator Dryden ? A. I was elected in 1902. 

Q. Then your adoption of this method of publicity in regard to 
legislation, and open antagonism, and appearing before committees, 
perfectly legitimate channels of opposition, antedated your going 
into public life? A. Oh, yes, sir ; since I have been in public life I 
have not had an opportunity of appearing, I am sorry to say. I do 
not recall a case in which I have appeared since I entered public 
life. 

Q. What I really was getting at was this. I did not know but 
that your experience of yourself in public life had demonstrated to 
you that that was the preferable course ? A. Well, I think there is 
a great deal to be said in favor of that. I hear a great deal about 
lobbyists, and corruption, and all that sort of thing. Nobody has 
troubled me since I have been in public life or office with corruption. 
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Q. The experience of your company, if I understand you aright, 
shows that publicity and open legitimate ventilation or criticism of 
bills is all that is necessary to protect you to a reasonable extent 
from adverse legislation ? A. Yes, sir ; I believe that would go a 
long ways. I do not mean to say that it may not be necessary for 
some one to appear before a committee and explain in a proper way 
the effect or purpose or nature of a bill, but I believe that publicity 
is a great cure for these evils. 

Q. And in the years that you have been in charge of this company 
you have never had to resort to any other method or contribute to 
any means which were used to your knowledge, or any other method 
to protect your company? A. Never to the extent of one dollar. 
BY MR. HUGHES. 

Q. Did you know whether the Metropolitan was employing Mr. 
Hamilton ? A. I did not. 

Q. Did you know to whom the money you paid to the Metropoli- 
tan was disbursed ? A. I did not. 

Q. You did not know what means they took? A. I did not. 

Q. Did you ever co-operate with any of the other insurance com- 
panies in regard to legislation ? A. Never, and we did it with the 
Metropolitan on account of our industrial business. 

Q. Did you also understand that the John Hancock was contrib- 
uting to the Metropolitan ? A. I did. 

Q. Is it a fact that the three industrial companies placed in the 
Metropolitan's hands or combined for the purpose of defeating ob- 
noxious legislation? A. That is substantially correct. The Metro- 
politan looked after the matter largely in the interest of all the com- 
panies, and, so far as we were concerned, we considered it only 
proper that we should bear our part of the expense. 

Q. Did the John Hancock bear an equal part? A, No, it was 
divided by a percentage based on the volume of business ; as the 
John Hancock was not so large a company as either the Metropoli- 
tan or Prudential, we thought it a fair division that the Metropoli- 
tan should pay two-fifths of the expense, the Prudential two-fifths 
of the expense, and the John Hancock one-fifth of the expense. 

Q. So the amounts stated by you have been paid to the Metropol- 
itan, according to your understanding, were two-fifths of the ex- 
pense incurred ? A. Yes, sir. 

Q. Now, you were saved, were you not, the necessity of making 
considerable disbursements in connection with ordinary life insur- 
ance business by the activity of the three large companies ? A. I 
think that is wholly probable. 
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Q. The moneys that you spent wfere connected with the industrial 
insurance ? A. I have no doubt almost wholly so. 

Q. So it would not be proper for us to draw the conclusion that 
under the methods that were employed it was unnecessary to ex- 
pend the amounts that were expended for legislative purposes, 
simply because of the fact that you did not expend them ? A, Oh, 
no. I do not wish to express an opinion upon that. 

Q. But you were not especially looking after the other lines of in- 
surance? A. No. 

Q. When a bill came up, for example, that would enable a policy- 
holder to bring a suit for an accounting to New York, by repeal of 
legislation to the contrary, did you interest yourself in that? A. I 
do not remember that we did. I should— 

Q. You would be content to allow that to be handled by the other 
companies ? A. I should say so; yes, sir. 

Q. So in effect it was only industrial matters or legislation that 
concerned you ? A. I think that is correct. 

Q. But you have about $380,000,000 of the other business in the 
ordinary department ? A. Yes, sir. 
BY MR. COX. 

Q. Would you say there was more inimical legislation proposed 
relating to industrial insurance than the ordinary insurance? A. I 
think that in the past it has probably been so, for this reason : In- 
dustrial insurance is a comparatively new system of insurance. 
The old business was better understood and more firmly established. 
The industrial insurance for various reasons, some people do not 
approve, and I think it has led to attacks on that account. 
BY MR. HUGHES. 

Q. But from your experience, both in and out of office, you have 
no reason to doubt that whether the subject of legislation is indus- 
trial insurance or any other kind of insurance, your policyholders 
can be protected from anything really hostile to their interests by 
open appearance and public argument? A. I believe so, and I 
would not pay a dollar for any other purpose. 

Q. And you do not think it necessary for any company to expend 
money in the employment of lobbyists or for any other purpose 
than intelligent argument ? A. I do not wish to express an opinion 
which may be construed as a criticism of other companies, but I 
would say that, as far as we are concerned, it has not been neces- 
sary and it has not been resorted to. 

Q. To what account on your books did you charge the moneys 
paid out for campaign purposes ? A. In all cases — in two cases we 
charged them to expense, and in one case to legal expense. 
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Q. In the statement of legal expenses you have, in 1905, fifty 
thousand dollars in connection with litigation ; 1904, $49,000 in 
connection with litigation ; an amount considerably in excess of the 
expenditures of earlier years. What was the occasion for that ? 
A, The litigation in 1904 followed — ^the expenses for the litigation 
in 1904 grew out of the attack on the Prudential-Fidelity arrange- 
ment. As I say, that matter was taken into court and bitterly 
fought. The very action that was taken in that matter only con- 
firmed the fears that I had had before, which led me to seek 
some plan which would safeguard the policyholders of the com- 
pany. I did not believe, and do not now believe, the litigants in 
that case were the real litigants. I am satisfied that there were 
influences and powers and resources behind that attack which did 
not come to the front. I had that suspicion, and I believe it to be 
true. We made a stubborn fight to carry that matter to success, 
and in doing that it involved us in large legal expenses. That ac- 
counts for the matter of 1904, largely. In 1905 we had one large 
item of legal expenses in what is known as the Blair case, a case- 
as you are doubtless aware, Mr. Blair was a very prominent man in 
St. Louis, and committed suicide. We had a policy, I think, of one 
hundred thousand dollars on his life, being the reinsurance of an- 
other company to that extent. That litigation cost us $25,000. 
In addition to that we had some trouble with the Wisconsin De- 
partment that involved expensive litigation. That has been amic- 
ably settled since, and I think those two items, Mr. Hughes, would - 
make up the bulk of that large amount of legal expense for 1905. 

Q. The litigation over the Wisconsin Department related to the 
charges of the commissioner for an examination ? A. No, sir. The 
charges of the commissioner for an examination had been paid, 
and were in a separate item, another item. The commissioner at- 
tempted to cancel our certificate of authority to do business in that 
State. We took the matter to the United States Circuit Court, and 
the judge of the Circuit Court overruled the action of the commis- 
sioner and ordered him not to interfere with our authority to do 
business in that State, and subsequently issued another order com- 
pelling him to reissue our certificate of authority, which I think 
had been formerly cancelled. That]was the litigation that I referred 
to as involved in this item. 

Q. To what extent have you been subject to annoying demands 
upon the part of the Insurance Department ? A. We have not been 
greatly troubled. 

Q. Have you been compelled to expend considerable sums in con- 
nection with such demands? A. No, sir; I think this Wisconsin 
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case is the only prominent case ; only one that has involved any con- 
siderable amount ; the only one that I recall. I do not recall any 
others. 

Q. What amounts of money have you had to expend in connec- 
tion with examinations by State Departments ? A- This examina- 
tion by the Wisconsin department was the most expensive of any 
that we have had, and that involved $22,000. Aside from that we 
have been examined, I think, only by the department of our state, 
and the cost has been quite nominal, quite small. Perhaps we have 
had some minor examinations, but if so I do not just now recall 
them. 

Q. You have spoken of the litigations caused by the plan to sell 
stock to the Fidelity Trust Company and to purchase its stock. Was 
that not stimulated by the action of the Massachusetts Commis- 
sioner? A. Possibly it was. The Massachusetts Commissioner 
wrote a letter at that time disapproving the plan. 
BY MR. WEMPLE. 

Q. What became of the Blair case ? A. That was compromised, 
and I think 25 per cent, of the claim was paid. 
MR. LINDABURY.-One-fifth. 

THE WITNESS.— Twenty per cent, of the claim was 
paid by the different companies. 

Q. Was a judgment first obtained in any court? A. It was not ; 
I think it was compromised. 
BY THE CHAIRMAN. 

Q. Did not the companies interested in the Blair case unite in 
defence of the actions? A. I presume they did, although I cannot 
state authoritatively. We did not issue our policy direct to Blair. 
We had re-insured another company to the extent of one hundred 
thousand dollars, and therefore our action was through that com- 
pany, as they were primarily responsible. 

Q. That is what made me wonder why your expense was so great 
as twenty-five thousand dollars. A. It does seem a large item, and 
that I do not know about it. We had simply to deal with the other 
company, because we did not insure him direct. 

Q. Evidently that did not cover the cost of the litigation, because 
that was only your share of it. A. Evidently that is right. 
BY MR. ROGERS. 

Q. What other company was that? A. The Mutual Life. 
BY MR. HUGHES. 

Q. What was the cause of the action of the Wisconsin Depart- 
ment? A, The Wisconsin Department, having examined the 
Prudential, and we having thrown open every book and record and 
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paper in our office to them, at the conclusion made a demand upon 
us for information which, in my judgment, strictly amounted to an 
examination of both the Fidelity Trust Company and the Union 
National Bank. I said to the Commissioner : The Union National 
Bank was an institution incorporated under Federal law, subject to 
Federal supervision, and whatever information the Comptroller of 
the Currency chose to give him as to the condition of that bank, he 
could do so, of course, but that I could not, and should not I said 
to him, as to the Fidelity, that it was a State institution, was not 
within his jurisdiction, was not subject to his supervision, but that 
it was subject to the supervision of the Insurance Department of 
the State of New Jersey. The Insurance Department of the State 
of New Jersey had just then completed an examination of the 
Fidelity, and had announced its condition entirely satisfactory. I 
declined to furnish to the Insurance Commissioner of Wisconsin the 
information he asked for with reference to the Fidelity, but refer- 
red him to the Insurance Department of the State of New Jersey. 
Upon that, he shortly thereafter notified us that he should cancel 
our certificate of authority to do business in that State, and upon 
that notification we made the issue and went before the United 
States Circuit Court, as I have explained. The Court ruled in our 
favor, and commanded him to re-issue our certificate and not to in- 
terfere with our business. 

Q. You have been asked with regard to the syndicate participa- 
tions of your company and its officers, and have presented to the 
committee a statement; is that a complete statement (handing 
paper) ? A. That is complete and accurate, as I believe and know. 
MR. HUGHES.— I will read it in evidence. 

SYNDICATES. 

"The company has never been a member of any syndi- 
cate formed for the purchase, acquisition or underwriting 
of bonds, stocks or other securities, nor has it ever en- 
tered into any syndicate agreement relating either to the 
underwriting, purchasing or acquisition of any securities 
whatsoever, nor has the company ever purchased or ac- 
quired any bonds, stocks or other securities from any syn- 
dicate of which any officer of the company was a member 
or in which he was in any way interested." 
Q. Has the Prudential Company been interested in any syndicate 
where the participation was taken by the Fidelity Trust Company ? 
A. The Prudential Company has never been interested in any syndi- 
cate whatever, at any stage of the existence of any syndicate. 
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Q. Whether the participation was in the name of any one ? A, In 
no respect. 
BY MR. COX. 

Q. Have any of the officers of the Prudential been interested in 
any syndicate underwriting matters ? A. Oh, the officers as indi- 
viduals have, but not in any matter with which the company was 
connected. 
BY MR. HUGHES. 

Q. I understand your statement here to be that in no case where 
any officer of your company has been interested in a syndicate has 
the company, directly or indirectly, taken any securities from that 
syndicate ? A. That is correct. 

Q. That is a complete and full statement ? A. That is correct. 

Q. And there has been no cover of any such transaction by the 
use of the name of any trust company or individual ? A. Abso- 
lutely not. 

Q, Now, has your company, that is the Prudential Company, been 
interested in any joint account with any trust company, broker 
banker or other person for the purchase or sale of securities? A, 
It has not 

Q. Has any officer of your company been interested in any pur- 
chase or sale of securities by your company ? A. It has not. 

Q. Has any officer of the Prudential company ever received any 
commission upon the insurance written, or any part of it ? A. The 
general insurance, the insurance that comes into the company from 
the field, or otherwise, do you mean? 

Q. In any way, has any officer of your company had a commission 
arrangement? A. No, sir. 

Q. Have you ever received a commission on any business by the 
Prudential? A. No, sir, except— I want to explain this. About 
1886, 1 think it was, we established a rule at the home office, we 
established what we called the home office account, under 
which any employee at the home office, whether he be an 
officer or clerk, a man or woman, any one who was an em- 
ployee in the home office, if he took a policy on liis own life, should 
receive a commission on that policy ; but that is applicable to an, 
entire class, embracing everybody in the home office. 

Q. Including the officers ? A. Including the officers and em- 
ployees. 

Q. How was that rule promulgated ? A. I think by an executive 
order. 

Q. It took formal shape ? A. Yes. 

Q. And so, I suppose, all the officers of the Prudential have re- 
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ceived commissions upon th^ir own insurance ? A. Under that rule, 
and so have clerks. 

Q. And all employees? A. Yes, sir. 

Q. And have these commissions been the same as those ordinarily 
paid to an agent ? A. Yes, sir. 

Q. Have they been allowed in reduction of the premiums? A. 
Well, they have been allowed when the premium was paid, they 
were paid as a reduction of the premium at that time. 

Q. And I suppose all have availed themselves of the rule ? A. 
Yes, sir ; a great many of them. 
BY MR. COX. 

Q. Does that include renewal commissions? A. Yes, sir. We 
justify that on the ground that that account was not subject to any 
agency expense, such as rent, usual agency printing matter or any- 
thing of that kind. It was free from expense and therefore we 
based it on that ground. 
BY MR. HUGHES: 

Q. Have you any facilities for writing insurance that is offered 
to you direct by the proposed policy-holders? A. I do not think we 
have. The volume of it, the amount of it, would be so infinitesi- 
mal that it would be a failure to attempt to do it, and it would not 
justify the expense of maintaining a system for it. 

Q. So if one were to come to your office in Newark and offer him- 
self for insurance you would turn him over to an agent of the com- 
pany ? A. Yes, sir ; we would turn him over to an agent, because 
if we did not we would have to get out sets of books and keep them, 
and go through all the formalities that we do for an agent, and as I 
say, the expense of doing it would not justify it ; the amount of busi- 
ness we would get would not justify the expense of doing it. 

Q. Is there any law against rebating in New Jersey ? A, I think 
not at present ; I think there was at one time. 

Q. Was it repealed ? A. I think it was ; yes, sir. 

Q. When was it repealed ? A- Do you remember when it was re- 
pealed ? 

MR. LINDABURY.— The law is in force yet 
MR. HUGHES.— Have you, Mr. Lindabury, a copy of the 
text of the law? 
MR. LINDABURY.— I can send it to you. 
MR. HUGHES.-I would be very glad to have it. Is it 
similar to the New York law? 

MR. LINDABURY. — No, not closely similar ; it is on 
general lines, but it is not the same. 
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BY MR. WEMPLE. 

Q. Was there any secrecy about that executive order about com- 
missions ? A. No ; not the slightest ; every clerk around the office 
knew it, and pains were taken to have them know it. 

Q. Do you know of any company that has a similar order? A. 
No ; I do not know of any. 

Q. Do you think the public generally understood that that was 
issued ? A. No question about it. 
BY MR. HUGHES. 

Q. Of course, the result was that the officers and employees of your 
company got their insurance cheaper than other people ? A. No 
cheaper, of course, than an agent. • 

Q. Not cheaper, of course, than anybody who got it as cheap ? 
A. No. 

Q. But cheaper than the general public? A. But the agent who 
would write an application upon his own life would receive and 
would be entitled to the commission. 

Q. That has always been a rule of your company ? A. Yes, sir. 

Q. Is that a general rule among companies? A. As I am in- 
formed, I believe it is. 

Q. What is your rule in regard to the answers that come in from 
advertisements by your company? A. We have a department that 
looks after those answers. If a person shows an interest in the 
company that department communicates with the nearest agent or 
superintendent, as the case may be, furnishing the name of the 
party to the agent, or superintendent, with the request that he 
should visit that party and see if he is an insurable party, and, if so, 
try to insure him. 

Q. There is an additional question which it is my duty to ask 
you, and that is whether, in any campaign in which any officer of 
the company has been interested, directly or indirectly, any of the 
company's money has been expended in any way to procure his elec- 
tion ? A. Not one cent. 

Q. Or to aid in it ? A. Not one cent. 

THE CHAIRMAN.— The committee will now take a recess until 
2.30 o'clock sharp this afternoon. 

After recess. 

JOHN F. DRYDEN, resumed. 

BY MR. HUGHES. 
Q. There is something you desire to add, I understand, to what 
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was said in regard to commission upon insurance ? A, Yes, sir. 
You were asking if any of the officers had ever received commis- 
sions on business. I want to explain that we have a rule in our 
office that the clerks in the employ of the company at the home 
office may write applications and receive their commissions the 
same as agents ; and some of the junior officers, under the opera- 
tion of that rule, have availed themselves of the opportunity and 
have done it. No executive officer has ever received any commis- 
sion whatever so far as I know. 

Q. Are you yourself insured in the Prudential ? A. Yes, sir. 

Q. To what amount? A. I am insured in the Prudential for 
$15,500. 

Q. And that is on the ordinary plan ? A. Yes, sir ; $500 is on the 
industrial plan. 

Q. And what commissions do you receive on that insurance or 
have you received ? A. I received it on the industrial policy, 25 
per cent of the premium paid annually, that is usually paid weekly, 
the premium on that kind of a policy. I pay my premium annu- 
ally and receive 25 per cent., the same as anyone else employed in 
the home office. And on the ordinary plan I receive 7i per cent. 

Q. That is a renewal commission of 7i per cent.? A. Yes, sir. 

Q. What was the initial commission ? A. In one case 45 per cent, 
and in the other case, 50 per cent, I believe. 

Q. And the renewal commission is to continue how long? A. I 
think it is not limited ; I do not remember that it is. 

Q. And that is paid by the company or allowed in reduction of 
premiums ? A. Allowed when I pay my premiums. I get that in 
reduction. 

Q. Are you insured in any other insurance company ? A. Yes, 
sir. 

Q. In what company ? A. I am insured in the Mutual Life and 
in the Provident Life and Savings. 

Q. To what amount? A. In the Provident Life and Savings I 
have a policy of $10,000, and in the Mutual Life $5,000. 

Q. And that is all ? A. That is all. 

Q. And have you received commissions upon either of those 
policies? A. I have in the case of the Provident Life and Savings. 

Q. To what amount ? A. I think it is 7i per cent ; 5 per cent. I 
think. 

Q. What was the initial commission? A. I do not recall now. 
It was the ordinary commission. 

Q. When was it taken out? A. It was taken out, I suppose, 
twelve or fifteen years ago. 
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. Q. Have you received any commission, directly or indirectly, on 
the Mutual policy ? A. No, sir. 
Q. You are not insured in the Equitable? A. No, sir. 
Q. Have you a statement of the salaries paid to the executive 
officers of your company ? A. I can give you all the chief officers 
from memory. 

Q. Very well. A. My salary is $65,000 a year. The salary of the 
vice-president is $60,000 a year ; of the second vice-president and 
general counsel $40,000 per year ; of the third vice president $30,000 
per year; the fourth vice-president and comptroller $20,000 per 
year ; of the counsel $16,000 per year. The secretary is $12,000— 
MR.WARD.-$12,000? 
THE WITNESS.-$12,000. 
Q. Has there been any change in those salaries in recent years? 
A. No, sir. 

Q. For how long has your salary been $65,000 ? A. I should 
think seven or eight years. I can tell — 

Q. What was it previously ? A. Before that it was $50,000. Per- 
haps I had better get the paper and be accurate. 
(Witness produces paper.) 
Q. You have a statement of the salaries there? A. I have a 
statement of the salaries of myself and the vice president, second 
vice president and third vice president. Not of the other officers 
here. 

Q. For a period of how long? A- From the organization of the 
company in 1875 down to the present time. 

MR. HUGHES.— I offer that in evidence. 
Paper marked " Exhibit 675." 

MR. HUGHES.— This shows the following salaries paid 
to John F. Dryden. 
1875, October 13th, $100 per month to February, 1876. 
1876 to 1878, inclusive, $1,800. 
1879, $3,250. 

1880 to 1884, $5,000, which salary was paid to Mr. Dry- 
den as president, beginning May 25th, 1881. In addition 
to the $5,000 for 1884 there was paid an amount equal to 
2 per cent of the cash savings of 1884, total payment not 
to exceed $10,000. 
Q. What was meant by the cash saving ? A, Whatever we in- 
creased the cash assets of the company, that is to say, the amount 
left from the receipts after the disbursements had been paid. 

MR. HUGHES.— 1885, $5,000 and 5 per cent of the cash 
saving, no limit. 
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1886 and 1887, the same. 

1888, $5,000 and 5 per cent, of the cash savings until 
October 8th. Changed October 8th to flat salary of $20,000. 

1889 and 1890, $20,000. 

1891 and 1892, $30,000. 

1893 to 1898 inclusive, $50,000. 

1899 to 1905 inclusive, $65,000. 
Q. You have never received any portion of the cash saving or any 
other amounts in addition to your salary other than is stated there ? 
A. None whatever. 

MR. HUGHES. -Compensation of Leslie D. Ward : 

1876, medical director, none. 

1877 and 1878. the same. 

1879, as medical director, $1,000 per year. 

1880 to 1883, inclusive, $2,000 per year. 

1884 as first vice president and medical director, $4,000. 

1885 to 1887, inclusive, $4,000 and 3 per cent of the 
cash savings in each year. 

1888, $4,000 and 3 per cent, of the cash savings, changed 
to a flat salary of $15,000. 

1889 and 1890, salaiy $15,000. 
1891 and 1892, salary $25,000. 
1893 to 1898, inclusive, salary $45,000. 
1899 to 1905, inclusive, salary $60,000. 
Edgar B. Ward: 
1875 to 1879, inclusive, attorney, no salary. 
1880 to 1884, inclusive, counsel, $400 a year. 
April 14th, 1884, changed to $1,500. 
1885 to 1886, $5,000. 

1887 and 1888, $6,000. 

1889, $8,000. 

1890, $10,000 

1891, and 1892, $15,000. 

1893 to 1898, as second vice president and counsel, 
$25,000. 

1899 to 1905, inclusive, $40,000. 

MR. COX. — Mr. Hughes, in the testimony before recess 
there was a very small item that appeared in the state- 
ment of legal expenses as general counsel. I wondered at 
the time just what that meant. It evidently did not in- 
clude payments to the general counsel of the corporations. 

THE WITNESS.— Oh, no. 
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Q. What was it for, Senator Dryden? A. I do not recall now 
what that particular item was. 
BY MR. COX. 

Q. From year to year, Senator, appeared comparatively small 
items designated as general counsel, A. Meaning by that, counsel 
that we called in from outside for special advice upon various sub- 
jects, not the regular counsel of the company. 

MR. HUGHES.— Forrest F. Dryden's compensation is 
stated as follows : 

1883. Appointed clerk at salary of $3.00 a week, Febru- 
ary 26th, 1883, and remained in the office until June 13th, 
1885. Salary at the time of leaving, $10 a week. 

1888. Appointed inspector, October 4th, 1888, salary of 
$12 weekly, increased January 7th, 1889, to $15. 

Acting superintendent at Elizabeth, January 28th, 1889 ; 
superintendent, April 1st, 1889, $25 weekly ; increased 
August 26th, 1889, to $30 a week. 

1889. Assistant secretary, $1,500. 

1889. Appointed secretary at the same salary. 
1891 and 1892. Secretary, $5,000 a year. 
1893 to 1898, inclusive, $10,000 a year. 
1899 to 1903, inclusive, $20,000 a year. 
Appointed third vice-president, and in 1904 salary fixed 
at $25,000 a year, and in 1905 at $30,000. 
Q. You have referred to the general counsel fees which appear 
in your statement of legal expenses to be small amounts, from time 
to time, but in 1904 amount to $28,000. What was that disburse- 
ment for? A. That was the reduction following the Roebottom 
suit in the Prudential-Fidelity matter. 

Q. But this apparently was independent of the fees in litigation ? 
A. I will have to look at my memorandum. In 1904, Mr. Hughes ? 
Q. Yes. A. Yes, sir. The general counsel fees were the settle- 
ments with counsel ; most all of it was for counsel fees in connec- 
tion with that litigation which had taken place. 

Q. Who was the counsel to whom that was paid ? A. Well, the 
larger amount was paid to Mr. T. N. McCarter, who was then Attor- 
ney-General of the State but acted for us. 

Q. Under the laws of the State of New Jersey, the Attorney- 
General is able to transact private business at the same time he was 
Attorney-General ? A. I assume that is so. 

Q. And while Mr. McCarter was Attorney-General he was acting 
for you in this litigation? A. Yes, sir. 
Q. That is for the Prudential Company. And what amount of 
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the $28,000 was paid to him ? A. $27,500. He had general charge 
of that whole subject. I had consulted him a long time before the 
matter matured or came to a head, and during its progress and 
during the litigation and after the litigation, in connection with 
proposed legislation in Massachusetts in particular, and in hearings 
before committees and the commissions, and Mr. McCarter was en- 
gaged for a long time in that service. 

Q. He resigned as Attorney-General to become President of the 
Public Service Corporation, did he not ? A. No, sir ; he resigned 
as Attorney-General to become general counsel of the Fidelity Trust 
Company, and he resigned as general counsel of the Fidelity Trust 
Company to take the presidency of the Public Service Corporation. 

Q. And who succeeded him as Attorney-General? A. His 
brother, Robert H. 

Q. Robert H. McCarter? A. Robert H. McCarter. 

Q. I wish you would take this list of securities,- owned by the Pru- 
dential Insurance Company, and read upon the record those items 
of bonds which formed the underlying securities of the Public Ser- 
vice, showing when they were obtained and the par and book value. 
You will simply extract from the total of securities those that are 
connected with the Public Service Corporation. If you have a 
separate list it will be a convenience. (Paper produced.) If you 
have it in condensed form I will put it in in that shape, making the 
record complete. A. I have it, (showing the amount purchased and 
the rate of interest realized on those securities). 
MR. HUGHES.-I offer it in evidence. 
Paper marked Exhibit 676 and read in evidence by Mr. 
Hughes as follows : 

EXfflBiT 676. 

"September 1st, 1905. 

Amount of bonds owned on this date by the Prudential 
Insurance Company of America, of the properties owned or 
leased by the Public Service Corporation, showing percent- 
age or bonds held to the total issue of the respective prop- 
erties, and the percentage of the total amount of the bonds 
owned by the company to the total amount of bonds issued 
by the Public Service Corporation, or its underlying com- 
panies. 
65,000 4 per cent, bonds Somerset, Union and Middlesex 

Lighting Company, being 5i per cent, of total issue, 
* $1,182,875 ; net interest, 5.50 per cent. 

8,000 5 per cent, bonds Plainfield Street Railway Company, 
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being 8 per cent of total issue, $100,000 ; net interest per 
cent., 5.55. 

6 per cent, bonds Newark Gas Company, being 
5-10 per cent, of total issue, $4,000,000; net 
interest per cent, 4.40 $19,000 

6 per cent, bonds North Hudson County Rail- 
road Company, being 1§ per cent, of total is- 
sue, $620,000 ; net interest, 4 per cent 10,000 

5 per cent bonds of the Newark Passenger 
Railroad Company, being 4i per cent, of to- 
tal issue, $5,247,000 ; net interest of 4.20 241,000 

5 per cent, bonds Brunswick Traction Company, 
being 1 per cent, of total issue, $500,000 ; net 
interest, 5.22 5,000 

5 per cent, bonds South Jersey Gas, Electric 
and Traction Co., being 36 3-10 per cent, of 
total issue, $8,254,000; net interest, 5 per 
cent 3,000,000 

5 per cent, bonds Rapid Transit Street Railway, 
being 65 2-10 per cent, of total issue, 500,- 

000 ; net interest per cent, 5.35 326,000 

6 per cent bonds Essex Passenger R. R. Com- 
pany, being 1 J per cent of total issue, $753,- 

500 ; net interest per cent., 4.02 11,000 

4 per cent, bonds Jersey City, Hoboken and 
Paterson Street Railway Company, being 
9-10 per cent of total issue, $13,236,000 ; net 
interest per cent, 5.10 125,000 

4 per cent bonds North Jersey Street Railway 
Company, being 3 1-10 per cent, of total 

issue, $14,087,000 ; net interest, 4.63 439,000 

5 per cent, bonds Elizabeth and Raritan River 
Street Railway Company, being 35 7-10 per 
cent of total issue, $559,000 ; net interest, 

5.28 200,000 

5 per cent bonds of Newark Consolidated Gas 
Company, being 8 3-10 of total issue, 

$6,000,000 ; net interest, 4.86 500,000 

5 per cent, bonds of the Consolidated Traction 
Company, being 3J per cent of total issue, 
$15,000,000 ; net interest, 4.65 500,000 
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5 per cent, bonds Gas and Elec. Co. of Bergen 
County, being 25 9-10 per cent, of total issue, 
$1,323,000; net interest, 4.96 $ 343,000 

5 per cent, bonds Elizabeth, Plainfield and Cen- 
tral Jersey R. R. C, being 9 2-10 per cent, of 
total issue, $2,047,000 ; net interest, 5.22. . . . 188,000 

5 per cent, bonds Trenton Gas and Elec. Co., 
being 17i per cent, of total issue, $2,000,000 ; 
net interest per cent, 4.96 $350,000 



Total 6,330,000 

Being 5 8-100 per cent, of total bonds issued 
amounting to $124,589,375. 
Q. Are all the collateral loans which have been made to the 
Public Service Corporation included upon this list of collateral loans, 
which has been furnished the committee by your company ? A. I 
believe that is so. 

MR. HUGHES.-I will have this first marked for identi- 
fication. ^ 
Paper marked " Exhibit No. 676'* for identification. 
MR. HUGHES.-I will read the following loans to the 
Public Service Corporation. 

PUBUC SERVICE CORPORATION OF NEW JERSEY. 

Rate 4 per cent. Terms : On Demand. 

Date. Amount of Loan. 

December 29, 1903 $500,000 

May 19th, 1904, Payment in full 500,000 

Same rate. Same terms. 

December 29, 1903 500,000 

May 19, 1904, Payment in full 500,000 

Same rate. Same terms. 

December 29, 1903 500,000 

May 19, 1904, Payment in full 500,000 

Same rate. Same terms. 

December 29, 1903 500,000 

May 19, 1904, Payment in full 500,000 

Same rate. Terms ; Six months. 

May 24, 1904 500,000 

November 22, 1904, Payment in full 500,000 

Same rate. Same terms. 

May 24, 1904 500,000 

November 22, 1904, Payment in full 500,000 

Same rate. Same terms. 
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May24,1904 500,000 

November 22, 1904, Payment in full 500,000 

Same rate. Same terms. 

May 24, 1904 500,000 

November 22, 1904, Payment in full 500,000 

Same rate. Terms : On demand. 

October 31, 1904 1,000,000 

November 25, 1904, Payment in full 1,000,000 

Q. I notice in the statement of collateral loans , from time to 
time to members of your board of directors. Where those loans 
made upon security containing an ample margin ? A. In every 
case. 

Q. Were they loans for the benefit or interest of anyone other 
than the persons here named ? A. No, sir. 

Q. How are loans made by your company; that is to say what is 
the machinery for their authorization? A. We have a Finance 
Committee meets every week and goes overall these names or appli- 
cations for loans, but loans are not always approved by the Finance 
Committee in advance; they are made by the executive officers in 
due course of business, and reported to the Finance Committee. 

Q. Who are the members of the Finance Committee ? A. Mr. 
Edgar B. Ward, Mr. Uzal H. McCarter, Mr. A. R. Kuser Jtnd my- 
self, ex-officio. 

Q. Have you an Executive Committee? A. We have. 

Q. Who are the members of the Executive Committee ? A. Mr. 
Jerome Taylor, Mr. Theodore C. Blanchard, Mr. Edgar B. Ward, and 
myself, ex-officio. 

Q. Do the members of your Board of Directors receive fees for 
attending meetings ? A. Yes, sir. 

Q. What amount? A. The members of the board receive for at- 
tending board meetings $25 ; for attending committee meetings, 
those who are on committees receive $15. 

Q. How often are the meetings of the board? A. Once a 
month. 

Q. You have special meetings frequently ? A. Not frequently, 
but if there is any special thing that requires it we call a special 
meeting. 

Q. How many times did you have special meetings in 1904, ap- 
proximately? A. I cannot remember definitely, but not many 
meetings. Committees meet every week; the Bosotl once a month 
regularly, and occasionally, if necessary, a special meeting. 

Q. Do the salaried officers of the company receive fees for at- 
tending meetings of committees ? A. Nothing whatever. 
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Q. Or for attending meetings of the board ? A. Nothing what- 
ever. 

Q. This sheet showing the purchases of the securities owned is a 
complete list ? A. I so believe it to be. 

MR. HUGHES.— I will have it marked for identification. 
Paper marked " Exhibit No. 678'^ for identification. 
MR. HUGHES.— I will read upon the record so much of 
this as pertains to the ownership of stocks. 

Fidelity Trust Company : date of purchase, January 5, 
1900 ; par value, $250,000 ; price, $250,000 ; book value 
$625,000 ; purchased from National City Bank of New York. 
Same ; purchased February 28, 1902 ; $238,500 ; price. 
$500 ; book value, $1,192,500, purchased from the Fidelity 
Trust Company. Net value of stock sold, $8,500,000, par 
value ; $42,500, book value ; leaving value of present hold- 
ings of stock of Fidelity Trust Company, $480,000, par 
value ; $1,775,000 book value. 

Stock of Union National Bank, purchased June 17, 1902, 
$400,000, price, $240 ; book value, $960,000, from the Fi- 
delity Company, And purchased, June 23, 1903, $50,100, 
price $240 ; book value, $140,240, purchased from the Fi- 
delity Trust Company, 

Making the total stock of the Union National Bank 
$450,100 ; the book value, $1,080,240. 
Q. Were you not in error in putting the purchase of the sales of 
the Prudential Insurance Company by the Fidelity Trust Company 
in 1903 ? Was it not in 1902 ? A. During the recess Mr. Ward, the 
counsel, has corrected my memory on that point and he thinks it 
was 1902 ; probably that was so. 

Q. On January 1st, 1902, the Fidelity Trust Company held 74.27 
shares of the stock of the Prudential Company in trust for another 
party — that is your understanding, is it not ? A. Yes. 

Q. And between that time and the end of 1902 it acquired 20,- 
001 shares? A. Yes. 

Q. The Fidelity Trust Company now has upon its books — ^that is 
the Fidelity Trust Company now owns, according to your books — 
19,993 shares of the Prudential stock, is that correct? A. I think 
so. 

Q. Eight shares were transferred from the Fidelity Trust Com- 
pany December 11, 1902 ? A. Yes. 

Q. That was after the decision in the injunction suit to which 
you have referred ? A. Yes. 
Q. Originally 20,001 shares, just a majority were transferred to 
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the Fidelity Trust Company, and after the decision eight shares 
were transferred out of it? A. Yes, sir. 

Q. I would like you to state from whom the 20,000 shares were 
transf errrd and the date ? A. They were taken from P. C. Blanch- 
ard, F. C. Blanchard, J. F. Dryden, Cynthia F. Dryden, E. F. Dryden, 
E. Kanouse, Susan A. Kenney, E. B. Ward, J. E. Wsurd, L. B. Ward, 
Minnie P. Ward, U. H. McCarter— that should be U. H. McCarter, 
this is a misprint— U. H. McCarter, Jerome Taylor, Sarah Johnson, 
Emma P. Woolsey, W. S. Johnson, Annie D. Ward. 

Q. Does the Fidelity & Trust Company hold in addition to the 
19,993 shares transferred to it and held by it in absolute ownership 
certain other shares in trust? A. I am of the impression that they 
do not now. They did for a time, but I think the estate has been 
settled— that Campbell estate ; I am not sure, but my impression is 
the estate has been settled and that they do not hold this now. 

Q. When was that trust matter terminated? A. Well, I cannot 
state definitely. 

Q. Some time ago ? A. Possibly a year or so ago. I want to be 
understood as not testifying positively that it has been, but it is my 
impression that it has been. 

Q. It has been stated that the Fidelity Trust Company owns, as 
trustees, and votes shares amounting to 538.44—1 assume in addi- 
tion to the 19,993 shares which it owns outright ? A. I think so. 

Q. Is that true? A. I think so. 

Q. Is that true at the present time? A. I cannot state that def- 
initely. I am under the impression that that trust has been term- 
inated. 

Q. That is a matter to which you alluded a moment ago? A. 
Yes, sir. 

Q. And for whom was that trust? A. Mr. Charles T. Campbell. 
He has since died, and I think the estate has been settled. 

Q. Whatever control the Fidelity Trust Company may have is 
now limited to the 19,993 shares? A. Yes. 

Q. It owns no shares and votes other shares directly or indi- 
rectly ? A. No ; and I would like to state in that connection, Mr. 
Hughes, that the persons to vote the proxy for that stock are ap- 
pointed by the Board of Directors annually and appointed only for 
one year, and as I have already testified, nearly two-thirds of those 
directors are not stockholders nor interested in any way in the Pru- 
dential Insurance Company. 

Q. But I understood that the stockholders in the Prudential In- 
surance Company and that company do own a control of the Fidelity 
Trust Company ? A. I am not sure that they do own a full control, 
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but they and close friends of those who are not in the company 
own a control. 

Q. In addition to'this 539.44 shares, which at one time were voted 
by the Fidelity Trust Company as trustee, were there also some 74 
shares and a fraction, which were held by an officer of the Fidelity 
as trustee— I am referring to shares of the Prudential ? A. I be- 
lieve that is so. 

Q. That is still so ? A. I don't know that it is. I am under the 
impression it is not, but I do not wish to testify positively upon 
that point. 

Q. Who was that ? A. Jerome Taylor. 

Q. For whom was the trust ? A. I cannot remember, Mr. 
Hughes, in whom the trust was. 

Q. Now, the Prudential Insurance Company, starting, or having 
in 1877 a surplus of $6,115, at the end of 1904 had accumulated a 
surplus of $13,324,000 ? A. It is technically called surplus, that is 
in accordance with the practice of the insurance companies, placing 
that item under that term. 

Q. Does that include the capital stock ? A. No, sir ; I think the 
capital stock — 

Q. The capital stock is as a liability ? A. Yes, that does include 
the capital stock? 

Q. That does include the capital stock ? A. Yes, sir. 

Q. Now, how much of the business of the Prudential Insurance 
is participating? A. Mr. Gore, what is it, about 70 per cent ? 

MR. GORE.— About 69 per cent, and on the ordinary 
about 78. 

THE WITNESS.— Mr. Gore is the actuary, and I accept 
his statement as correct. 

Q. At the end of 1902 it appears by the Blue Book that the sur- 
plus of the Prudential was $9,521,405. That included, I assume, 
the $2,000,000 of capital stock, and the figures that you have named 
as the prices at which shares were transferred in the market 
showed a value somewhat in excess of the book value of the stock ? 
A. Yes, sir. 

Q. I suppose in anticipation of the continued success of the com- 
pany ? A. I have no doubt. 

Q. And the $600 a share was also considerably in excess of the 
book value of the stock at that time ? A. Yes, sir. 

Q. Now, under the plan that you had developed for putting a 
majority of the stock in the ownership of the Fidelity Trust Com- 
pany, it would follow that the owners of the bare majority of 
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the stock of the Fidelity Trust Company would have controlled the 
Prudential? A. Yes. 

Q. And to put that concretely, the Fidelity Trust Company at 
that time, with its increased capital, had how many shares ? A. 
With its present capital it has 20,000 shares. 

Q. 20,000 shares, so that the holders of 10,001 shares of the 
Fidelity Trust Company stock, or one share more than one-half of 
that stock, would have controlled the Prudential Company? A. 
Yes, sir ; and that involves the whole purpose of the plan which I 
had worked out and tried to have adopted, to hold and safeguard 
that stock so as to control and preserve the company against any 
possible accident or misfortune of its falling into the control of 
selfish persons. 

Q. I wanted to bring that out, so if, for example, there were 
40,000 shares of Prudential stock it would take 20,001 shares to 
control that company ? A. Yes. 

Q. Now, if those 20,001 shares were owned by the Fidelity Trust 
Company and the shares of the Fidelity Trust Company were 
20,000 in number, it would take only 10,001 shares of the Fidelity 
Trust Company to control the Prudential Company ? A. Yes, sir. 

Q. And, therefore, by the placing of the control of the Prudential 
in the hands of the Fidelity you in effect limited the number who, 
through the ownership of Fidelity shares, could maintain a control of 
the Prudential, and that was what you had in mind in speaking of 
the preserving of control? A. Yes, sir; to collect and hold 
together this stock so as to protect the company. 

Q. Now, if you had gone a step further, and put the control of 
the shares of the Fidelity Company in the hands of the X Company, 
one-half of the shares of the X Company or one more than one-half 
would have controlled the Fidelity and in turn the Prudential ? A. 
Yes, but we did not go that far. 

Q. I know that, but that could be continued so we could have, by 
a succession of companies, on that plan, a progressive limitation of 
the number necessary to control all the companies in the series ? 
A. But I am sure that question does not interest me except as an 
academic one. 

Q. Well, in that shape it is a very interesting one ? A. Yes. 

Q. Now, to come back, your company has in a comparatively 
short period of years made out of its profits over and above all that 
it has distributed to its stockholders and its policyholders, an 
amount which at the end of 1904 was $13,000,000 ; and during the 
past ten years or so I understand it has been paying 10 per cent, on 
its capital? A. Yes, sir. Let me— are you through ? 
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Q. Certainly, go on. A. I want to say a word with respect to 
that so-called surplus. For twenty years we have been issuing par- 
ticipating policies in the ordinary branch, about twenty years. 
Since 1897 we have been giving a participation to the industrial 
policy-holders. The surplus of $11,000,000, less the capital, is not 
in the strict — is not in that sense a surplus to stockholders, but it is 
a large part of it a surplus to policy-holders. And the actuary 
estimates that if we continue to pay to our industrial policyholders 
and our ordinary policyholders the same rate of dividends that 
we have been paying for the last few years, 90 per cent, of that sur- 
plus will ultimately be returned to the policyholders. 

Q. But at the present rate of progress, during the same time, you 
will accumulate a surplus equal to what you now have and leave you 
at the end of the period with a greater amount as surplus? A. 
Naturally, that will be so, but we have to consider the business from 
this standpoint, that possibly some time the company will cease to 
write new business. Then what will remain for it will be to close 
up its old business, which will occupy a long period of time, and at 
some time in the course of the company's history, under such a con- 
dition, a turning point will have been reached in its affairs, when 
its assets and surplus will begin to decrease, and ultimately, will all 
disappear and all be returned to the policyholders. 

Q. To those then existing ? A. Yes, sir. 

Q. Now, the theory you develop — not the theory, but the fact 
that you develop — is that in this surplus so-called are all the 
amounts awaiting apportionment to your deferred dividend policy- 
holders ? A. Yes, sir ; and dividends to the policy-holder which we 
declare from year to year by a resolution of the board of directors. 
I wish in this connection to call your attention, Mr. Hughes, to 
this important fact that we have upon our books some millions of 
policies on the industrial classes, the original contract of which 
never called for one cent of return in the way of dividends. We 
have already paid out to such policy-holders, voluntarily, over six 
millions of dollars, and we expect in the future to pay a vastly 
greater sum than that, and from year to year we are now doing 
that by the action of the Board of Directors. 

Q. But your surplus each year is determined after all the pay- 
ments of the year, in the way of dividends, have been made ? A. 
Yes, and it naturally increases as the volume of business grows. 

Q. In accordance with your success and gains from the various 
insurance sources as well as from investments ? A. Yes, sir. 

Q. But whatever has not been paid out, and which will at any 
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time be apportioned by way of dividends to policy-holders, is a 
part of this amount called surplus? A. Yes, sir. 

Q. And while you have not, as yet, taken upon yourself by an 
apportionment a legal obligation to pay a particular amount to any- 
one, you present the facts that in this so-called surplus is the ac- 
cumulation out of which the dividends to your deferred dividend 
policy-holders particularly will be paid ? A. Yes, sir. 

Q. Do you keep an accounting with each policy-holder of the 
amount to which he will become entitled at the end of a deferred 
dividend period? A. We certainly do not with the industrial 
policy-holders, and with the ordinary we do not. 

Q. Then you do not take upon yourselves any obligation or define 
any amount which will at any time become payable until the expira- 
tion of the period set for the deferred dividends ? A. No. The 
dividends which are paid during any term of years are voted by the 
Board of Directors at the beginning of that year. 

Q. But with all that taken into consideration, it is apparent from 
the fact that you commenced with a cash capital of $91,000, and 
that you have now this amount of surplus, that the business of the 
company has been extraordinarily successful. A. We have been 
successful, undoubtedly. 

Q. And it was in recognition of that and of the probability of the 
continued success of your company that this amount of $600 a share 
was fixed at the time of the sale to the Fidelity? A. No doubt of 
it. 

Q. That success has been largely due to your industrial business ? 
A. Yes, sir ; that was our foundation. 

Q. When did you begin to write ordinary policies ? A. I think it 
was in 1886. 

Q. And when was it that your ordinary business reached any con- 
siderable sum ? A. Well, I should say that for the first ten years 
it was quite limited, and from that time it began to grow and in- 
crease, from that time on. 

Q. It appears from the Blue Book that in 1904 your industrial in- 
surance outstanding amounted to $675,992,239, and that your ordi- 
nary amounted to $380,740,769. Your industrial business is nearly 
twice your ordinary business ? A. Yes, sir. 

Q. Now, your rates for your industrial policies are about twice 
the amount of your ordinary rates, are they not ? A. Not twice. 
We find that the mortality among the industrial classes is nearly 
one hundred per cent, greater than among the selected risks in the 
ordinary classes. I think, to be accurate, it is about 93 or 94 per 
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cent higher, but our rates to the industrial policy-holders are only 
about 60 per cent, greater. 

Q. Would that rate of 60 per cent, higher obtain generally 
through the various classes of industrial insurance ? A. I should 
think so. 

Q. Now, I call your attention to a book which has been sent me 
by your company, which I understand to be your manual in the or- 
dinary department. Is that right ? A. Yes, sir ; agents' manual. 
MR. HUGHES.— I will have that marked for identifica- 
tion. 
Book marked " Exhibit 679," for identification. 
Q. It bears the imprint of 1900. Does it contain the rates that 
are now in existence ? A. I believe that is so, sir. 
MR. GORE.— 1900? 
MR. HUGHES.— Yes. 

MR. GORE.— No ; our rates were changed in 1901. 
MR. HUGHES.-This was sent to us. 
MR. GORE.— Here is one (handing book). 
THE WITNESS. -The other book is a later edition. 
Q. The book shown you is the present book ? A. Yes, sir ; that 
is issued for January, 1906. 

MR. HUGHES.-I will have that marked for identifica- 
tion. 
Book marked " Exhibit 680," for identification. 
Q. And this that I now show you is your table of rates for indus- . 
trial policies now in force ? A. Yes. 

MR. HUGHES.— I will have that marked for identifica- 
tion. 
Card marked " Exhibit No. 681," for identification. 
Q. Now, if you refer to the industrial life insurance table of 
rates at age forty, to obtain five hundred dollars of insurance there 
must be paid how much ? A. Fifty cents a week. 
Q. Or twenty-six dollars a year? A. Yes, sir. 
Q. Now, if you will take your ordinary rates for whole life insur- 
ance for $1,000, or twice the amount which is mentioned, the pre- 
mium for a participating whole life policy at age forty would be 
how much ? A. $32.66. 

Q. So the one who insures in your company on the industrial side, 
paying fifty cents a week or $26 a year, gets $500 insurance, and 
the one who insures in the ordinary department and pays $32.68 a 
year gets $1,000 of insurance ? A. Yes, sir. 

Q. And that would be a fair illustration of the difference between 
costs ? A. I think so. 
Q« Both policies participating in whatever accumulation may 



Digitized by 



Google 



380 Exhibits 



j^ply to either ? A, Yes, sir ; of course, there is a very sufficient 
reason for that 

Q. You might state that now, if you desire to. A. In the case of 
the ordinary policy, there is, in the first place, sl careful selection of 
the risk. We have a most thorough medical examination by at 
least one doctor, and if the amount is large enough by two doctors. 
Then the premiums are paid not less frequently than once a quar- 
ter, the premiums are usually paid by that class of people who in- 
sure under that form of policy by check sent to the agent, or sent 
to the company, and the costs of making those collections is, of 
course, inconsiderable. In the case of the industrial policy, we 
send ian agent at least fifty-two times a year to a man's house or 
shop, to collect his premium. Frequently the agent, on account of 
not finding the party at home, or in his shop, will have to go two or 
three times in a week to get that premium. That makes it expens- 
ive. Then the machinery for taking care of that business at the 
home office is very elaborate, and somewhat complicated, and neces- 
sarily must be so, because we require a report from each agent 
among all the thousands of agents in the employ of the company, 
scattered all over the country. We require a report from each 
agent, upon his business every week ; and if there is a failure to 
make a report for a single week by a single one of these thousands 
of agents, our machinery is put into operation to ascertain the rea- 
son why we have not received that report. In the field we main- 
tain an organization which is not dissimilar to that of a military or- 
ganization in its efficiency for work. 

Q. And also in its discipline? A. Yes, sir; necessarily it must 
be so in its discipline. In dealing with millions of people we must 
see that they are fairly treated, and not neglected or abused ; and, 
therefore, we have to maintain a rigid discipline. Our superinten- 
dent, who is over a number of assistant superintendents, and they, 
each one of them, over a certain number of agents, is ciiarged with 
the responsibility of seeing that policy-holders in his district are 
fairly and honestly dealt with, that they are punctually looked after 
as to paying their premiums, because if they get in arrears it be- 
comes very difficult for them to catch up. He, in turn, holds the 
assistant superintendents under him to a rigid accountability for 
their agents ; and the assistant superintendent has upon him the 
responsibility placed of seeing that the people are looked after, and 
the assistant superintendent, in order to assure himself that there 
has been no neglect and no abuse, and no misrepresentation on the 
part of the agent, has, as a part of his duty, to visit these houses 
from time to time, to see the people who pay their premiums, and 
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compare the premium receipt book with the agent's collecting book, 
to see that they tally, and to find that the whole business is kept up 
and honorably and honestly conducted. Now, that costs money. 

Now, in addition to that, it is a fact, Mr. Hughes, it is not a 
theory, but it is a fact, which a vast amount of experience has 
demonstrated beyond all question, that the mortality among that 
class of people is higher. Unfortunately, they are not as well clad, 
nor as well fed, nor can they surround themselves with the comforts 
and the necessities of life that people in better circumstances can. 
That increases the mortality, and in a business of this kind it all 
has to be taken into consideration. 

Q. The result is that your premiums are in the ratio of 50 to 
32.68, comparing the industrial with the ordinary departments, be- 
cause of the high rate of mortality, and because of the great ex- 
pense incident to the business ? A. Yes, sir. 

Q. What method of selection have you in taking your risks in the 
industrial department? A. We have for some of the policies, we 
have an examination by the doctor, to whom we pay a fee of fifty 
cents. Then we have, in addition to that, a system of inspection on 
the smaller policies, for which we pay twenty-five cents. 

Q. What is done under that system of inspection ? A. The in- 
spector is required to visit the home where the people live to see the 
surroundings, to see the person whose life is to be insured, to ask 
certain questions, and in a general way to satisfy himself that for 
the purpose of an industrial company it is a proper risk. Now, 
upon that question of medical examination, the great Prudential of 
London, which is the great leader of us all in that branch of busi- 
ness, has gone into it with extreme care, and after great experience 
and an exhaustive analysis, they came to the conclusion some years 
ago that it was better not to attempt to examine all the risks, but 
that they could better afford to deal with the people in a more 
liberal way than by paying out so much money as they would be re- 
quired to do by medical examination, if they were required to exam- 
ine everybody. We do not examine every body, except in some 
states where we are required by law to do that. 

Q. Where is that ? A. I think Massachusetts is one, if I am not 
mistaken. 

Q. May I interrupt you to ask what is the rate of mortality 
shown in Massachusetts as compared with your other industrial 
business ? A. The rate of mortality on Massachusetts in our own 
company? 

Q. Yes, where you have— 

THE WITNESS.— Have you any figures ? 
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MR, FISKE.-It is higher. 
MR. GORE.— Higher? 
THE WITNESS.— Higher, yes, sir, 
Q. Is that because the doctors are more inefficient in Massachu- 
setts ? A. No, sir; I think not. 

MR. FISKE.— On account of the climate and the na- 
tionality and the work. 
THE WITNESS.--The cotton mills— 
MR. HUGHES.- And the examination? 
MR. FISKE. — ^No, it is the climate and nationality and 
the class of work. They are factory operatives, French 
and Irish, and live in a very trying climate. 

MR. HUGHES.— So it might be a good deal worse if 
they were not examined ? 
MR. FISKE.-Unquestionably. 
Q. Proceed, Senator Dryden. I interrupted you. A. Perhaps I 
had said about all I needed to say. 

Q. What proportion of your business is inspected in this general 
way by a visual examination ? A. Do you know what proportion of 
our business is inspected? 

MR. GORE.-More than half of it. 
THE WITNESS.— By the medical inspectors or inspec- 
tors and others— 
MR. GORE.— By medical inspectors. 
THE WITNESS.— By medical inspection, meaning the doctors 
and medical inspectors, more than half of it is inspected. 

Q. You mean by that inspected, as contrasted with a medical ex- 
amination ? A. I include in that the medical examinations and the 
inspections on the industrial business, more than half of it. 

Q. What proportion of the industrial business involves an inspec- 
tion as contrasted with a medical examination ? A. Do you know 
that, Mr. Gore ? 

MR. GORE.-Well, everything below $250 in amount 
and that would be— 

MR. HUGHES. — About what volume of your outstand- 
ing insurance has been taken on that basis? 
MR, GORE.-Perhaps 60 per cent 
MR. HUGHES.— Of the industrial insurance? 
MR. GORE.— I should think so. 

MR. HUGHES.— We may also assume that 60 per cent 
of your industrial insurance is represented by policies call- 
ing for not more than $250 ? 
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MR. GORE.— That is an estimate, but it is not far 
wrong, one way or the other. 
Q. Who make these twenty-five cent inspections, regular physic- 
ians in actual practice or those who are retained exclusively for 
your work ? A. No, sir ; I think they are usually young doctors in 
general practice, young doctors, 

Q. And then your examination is paid for at the rate of fifty 
cents? A. Yes. 

Q. And what do you pay in Massachusetts for a medical examina- 
tion ? A. I think the rate is the same. 

Q. Fifty cents ? A. Excepting in Massachusetts we are required 
to have everybody examined. 

Q. There you have 100 per cent of your industrial risks medically 
examined, while here you have 40 per cent, approximately, medic- 
ally examined, and the price for the examination, if there is one, is 
the same in both places ? A. Yes, sir. 

Q. Notwithstanding the high premiums on the industrial depart- 
ment based upon the high rate of expected mortality, it would ap- 
pear from your gain and loss exhibit of last year that your percent- 
age of actual to expected mortality was 114.99 per cent ? A. Yes, 
sir. 

Q. So that your actual mortality is largely in advance of what 
you base your premiums upon ? A. Yes ; our premiums are based 
upon the regular table, the American experience 4i per cent. 

MR. GORE.— That is the legal requirement, but we base 
them upon our own experience. 

THE WITNESS.— But the table shows we base them on 
the American 4i per cent. 
Q. I understand you base your premiums on the industrial busi- 
ness on the high rate of mortality, so I presume you base your pre- 
miums in that department upon your own experience? 

MR. FISKE.— That department requires us to compare it 
with the standard table. 

MR. HUGHES.— So this gain and loss exhibit does not 
show the actual to the expected mortality, as the latter is 
regulated in your premium rate sheet ? 
MR. FISKE.— No, that is rigbt, 
Q. What is the result actually of the business of your company ? 
I mean in its industrial department, how does your actual mortality 
in the industrial department compare with the expected mortality 
indicated by your premium rate in that department ? 
MR. GORE.— It is lower. 
MR. HUGHES.— You have a saving? 
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MR GORE.— Yes. 

MR. HUGHES.— Can you tell me what the ratio was last 
year of the actual to the expected mortality in the indus- 
trial department ? 
MR. GORE.— We cannot tell that exactly, Mr. Hughes. 
MR. HUGHES. — Can you approximate it ? 
MR. GORE.— The table that we work on was built some 
ten or twelve years ago. That is what we call our Pruden- 
tial Experience or Mortality Table, was built ten or twelve 
years ago. 

MR. HUGHES.— But you made up this table of rates this 
year. When you made that up you must have had some 
idea of how your mortality compared with your anticipated 
mortality. 

MR. GORE.— Those industrial rates have not been 
changed for a number of years. 

MR- HUGHES.— Then the rates I referred to a moment 
ago by error were in the ordinary department, but you 
have not had any change in the industrial for a number of 
years? 
MR. GORE.-N0. 

MR, HUGHES.— What is your actual experience ? 
MR. GORE.-Possibly about 90 per cent 
Q. When I spoke to you a few minutes ago about the comparison 
of rates between your industrial and your ordinary department I 
showed you a statement of participating rates. Now, you have a 
non-participating rate ? A. Yes, sir. 

Q. I understand a large part of your industrial business is in fact 
participating? A. Yes. 

Q. We shall come a little later to the extent to which the policy- 
holders on the industrial side benefit by that participation, but just 
now I would like to have you state on the record what the non-par- 
ticipating rate of a whole life policy of one thousand dollars is at 
age forty in your ordinary department? A. Non-participating 
rates for one thousand dollars for a whole life policy is, at age forty, 
$27.03. 

Q. And the rates for $500 on the industrial side, with such par- 
ticipation as it may receive, is $26 ? A. Yes, sir. 

Q. So that the non-participating rate on the ordinary side is but 
a little more than one-half of the regular industrial rate at the 
same age ? 

MR. GORE,-Which is participating? 
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MR. HUGHES.— Which is participating to the extent 

which will be developed in a few minutes. A. Yes. 

Q. Now, I have asked you to state to the committee the extent 

to which your business persists or your ratio of lapses, and' I have 

received here a table of lapses which we may assume to be correct. 

A. Yes. 

MR. HUGHES.— I offer it in evidence. 

Paper marked "Exhibit 682." 

MR. HUGHES.-I will read it upon the record. 



Exhibit 682. 



Discontinued by lapse as reportsd to New York State In- 
surance Department, not including deaths, surrenders, ex- 
piring, e^. 

INDUSTRIAL DEPARTMENT. 

Number. Amount 

1900-906,201 $112,292,676 

1901-1,033,871 130,969,116 

1902—935,891 120,251,098 

1903—871,409 112,809,414 

1904—945,640.. 124,789,622 

ORDINARY DEPARTMENT. 

Number. Amount 

1900—22,646 $20,793,291 

1901-25,056 22,787,553 

1902-19,822 15,675,115 

1903—26,500 19,308,824 

1904—31,802 23,948,600 

Rate of lapses, per cent, of original issues. Industrial. 
Business in the first calendar year — 
MR. HUGHES.— That is the rate of lapses in business in 
the first calendar year. 
Mr. Gore— Yes, sir. 

1900 37.51 

1901 40.92 

1902 37.25 

1903 35.17 

1904 36.43 
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Rate of Lapse in Second Calendar Year. 

1900: 22.87 

1901 19.89 

1902 18.81 

1903 19.83 

.Rate of Lapse in Business in Third Calender Year. 

1900 5.71 

1901 5.07 

1902 5.95 

Rate of Lapse in Fourth Calendar Year. 

1900 3.39 

1901 3.79 

Rate of Lapse in Fifth Calendar Year. 

1900 2.61 

The years given being in each the years of issue. 
Now, we have the ordinary department similar data. 
Rate of Lapse in First Calendar Year. 
Year of issue. 

1900 9.48 

1901 8.11 

1902 4.78 

1903 8.73 

1904 9.34 

Rate of Lapse in Second Calendar Year. 
Year of issue. 

1900. 27.46 

1901 30.85 

1902 30.79 

1903 29.45 

THE CHAIRMAN.— What is that, that last ? 
MR. HUGHES. -That is the rate of lapse in the second 
calendar year of the policies in the Ordinary department 
issued in the years mentioned. 
Rate of Lapse in the Third Calendar Year. 
Year of issue. 

1900 7.55 

1901 7.37 

1902 8.69 

Rate of Lapse in Fourth Calendar Year. 
Year of issue. 

1900. 3.76 

1901 4.26 
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Late of Lapse in Fifth Calendar Year. 
Year of issue. 
1900 2.55 

Q. Before we leave that table, Senator, I would like to have you 
look at the rate of lapse in the industrial department, under the 
head of the year 1900. I understand from that table that of the 
issue of policies in the Industrial Department made in the calendar 
year 1900, there lapsed in the year 1900, 37.51? A. Yes, sir. 

Q. And in the next year, that is, the second calendar year, or in 
1901,22.87? A. Yes, sir. 

Q. In the third calendar year, that is, in 1902, 5.71 ; in the fourth 
year, that is, in 1903, 3.39, and in the fifth year, that is, in 1904, 2.61 ? 
A. Yes. 

THECHAIRMAN.-Forthe five years that is 70 per 
cent. 

Q. So that of the industrial business written in the year 1900, 
about 72 per cent, had lapsed at the end of five calendar years, 
lapsed in the five calendar years, 1900 to 1904, inclusive. A. It 
would appear so, and yet this explanation should be made, that 
many of those policyholders come in and go out. A man will take a 
policy in January, perhaps he has paid three or four months, and 
lapsed for one reason or another, and perhaps the next month he is 
persuaded by the agent to renew his insurance. Now he pays that 
premium, although that has been treated as a lapse, and when he 
comes in again it is a revival, treated as new insurance. 

Q. If he lapses again ? A. If he lapses again, and the same pol- 
icy may lapse and be revived half a dozen times during the year, so 
that apparent lapse is not the real lapse. 

Q. But taking the apparent lapse, in the absence of figures show- 
ing the real lapse, we have lapsed in two years, that is, of the bus- 
iness of 1900, in the industrial department, there was lapsed before 
the end of, or by the end of 1901, something over 60 per cent ? A. 
Yes, sir. 

Q. And in three years about 66 per cent. ? A. Between 65 and 
66 per cent 

Q. Now, the figures given on the ordinary department side show 
that of the business written in the year 1900, there lapsed in that 
year 9.48 per cent, and in the next calendar, that is, 1901, 27.46 
percent? A. Yes, sir. 

Q, And in the next calendar year, 1902, 7.55 per cent, ? A. Yes, 
sir. 

Q. In the next calendar year, 1903, 3.76 per cent. ? A. Yes, sin 
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Q. And in the next calendar year, 1904, 2.55 per cent. ? A. Yes, 
sir. 

Q. About 51 per cent, in the five years ? A. I have not added it 
up ; I have no doubt that is correct. 

MR. HUGHES.-N0W, with that understanding of that 
table, I will complete the reading of the exhibit : 

As our records are kept only by calendar years, we 
are unable to give the lapsed rate in the exact form re- 
quired. As regards industrials, however, taking an issue 
of 90,000 policies, and following them for one year, we find 
the following : 

Lapsed rates per 100 issued, deaths being included, but 
amounting to less than 1 per cent, of the number issued, 
to wit : 

Within 13 weeks 29.0 per cent. 

13to26weeks 12.8 " 

26 to 39 weeks 5.7 " 

39 to 52 3.8 " 

Total within one year 51.3 " 

Q. That I understand is by the policy year ? A. Yes. 
Q. As distinguished from the calendar year to which the other 
table related? A. Yes. 

Q. Now, have you a statement which will show what you referred 
to a moment ago as the actual lapsed rate, as compared with this 
apparent lapsed rate ? A. No, sir ; I don't think it would be prac- 
ticable. 

THE CHAIRMAN.-That lapsed rate included deaths ? 
MR. HUGHES.— Which were stated to be about 1 per 
cent, of the number. 

THE WITNESS.-If I understood the point of your in- 
quiry, it was whether we can furnish you with the in- 
formation as to the actual lapsed rates, taking into consid- 
eration those insured who come in and go out. 
Q. The ins and outs ? A. Yes, sir ; we have no such information 
as that. I would say that we can trace the individual policy 
through its whole course, but we have nothing to show aggregate 
facts. 

MR. CORK— We are now reviving fully 16 per cent, of 
all policies that have lapsed and would be subject to re- 
vival. Of course, some that go off our books— deaths, I do 
not include those — of all those that lapsed we are now re- 
viving about 10 per cent, this year. 
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Q. That is a statement which we can accept, that the revivals 
amount to about 16 per cent, of the lapses? A. Yes, sir; that 
would throw light upon that question. 

Q. So that if we reduce the number of lapses by 15 per cent, 
we would have a very close approxiniation to the actual lapses? 
A. That is true. 
BY MR. COX. 

Q. What advantages do the policyholders get out of a revival of 
these contracts? 

MR. HUGHES.— We are coming to that ; will you hold 
that for a moment ? 

MR. FISKE.— I claim that they come back without re- 
vival, and that they come in and out all th6 time. We 
know that they do. They take in new policies, the same 
man. 
THE WITNESS.-Of course, yes. 
MR. FISKE.— That is not a lapse at all. These revivals 
are strict revivals. 

THE WITNESS. -I was speaking only of the actual pol- 
icies issued. This matter which Mr. Fiske brings \ip is an- 
other phase of it, which is correct, that a man may lapse a 
policy this year and next year take a new policy entirely, 
and the same party, the same life is insured again. 
MR. FISKE.-TWO in the same year. 
MR. HUGHES. —That is done in ordinary insurance. We 
all discontinue policies and take new policies. 
THE WITNESS.— Unfortunately. 
Q. And we let some lapse and we take others ? A. Yes. 
Q. And it depends a great deal on the ingenuity iand persistence 
of the agent we happen to meet ; so that we are entirely in the 
realm of conjecture with regard to that, but if you take the busi- 
ness issued of the two classes, and compare with the business 
issued the amount of lapses as determined by your book, you have 
a reasonably fair criterion of persistence of the particular kind of 
business ; that is what we want to get at. 

THE CHAIRMAN.-Was the 16 per cent, the actuary 
spoke of actual revivals with payment of the arrears ? 
MR. FISKE.-That is it. 

MR. GORE.— Those are actual revivals, those policies. 
THE CHAIRMAN.— Accompanied by payment of ar- 
rears? 
MR. GORE.-Yes. 
MR. HUGHES.— I am about to add the statement which 
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appears on a page succeeding the one I have read, which I 
will offer in evidence. 

Statement marked " Exhibit 683. " 

THE WITNESS.— This is a statement which shows how 
the persistency in insurance and the percentage of revivals 
is increasing from year to year. For instance in 1895 the 
per cent, of revivals of policies lapsed was only 5.21 per 
cent, while for the year 1904 the percentage of revivals 
was 16.03 per cent., showing that there had been an in- 
crease in the percentage of revivals of lapsed policies of 
more than 300 per cent. 

MR. HUGHES.— That table I will put in in a moment. 
We had just introduced as " Exhibit 683 " an addition to 
what your company had stated regarding its lapses, which 
should be read in connection with that as follows : 

EXHiBrr 683. 

From a table prepared some time ago the lapsed rate in the 
second year was 6.7 per cent., since which time, however, the 
lapsed rate has materially decreased. Supplementary to the above 
tables is given below a table showing approximately the length of 
time lapsed industries policies had been in force. 

Less than 13 weeks, per cent, of total lapses 37 

13 to 26 weeks, per cent, of total lapses 17 

26 to 39 weeks, per cent, of total lapses 7 

39 to 52 weeks, per cent, of total lapses 5 

52 to 65 weeks, per cent, of total lapses 3 

65 to 78 weeks, per cent, of total lapses 3 

78 to 91 weeks, per cent, of total lapses 2 

91 to 104 weeks, per cent, of total lapses 2 

2 to 3 years, per cent, of total lapses 6 , 

More than three years, per cent, of total lapses 18 

Total 100 

Premiums have been paid upon the above policies at 
least four weeks less than the indicated duration. Our 
revivals in 1904 were as follows : 

46.90 per cent, of lapsed policies which had been in force 

more than three years, about 40 per cent, of policies in 

force from two to three years, about 25 per cent, from one 

to two years, and 5 per cent, for less than one year. 

MR. HUGHES.— In this statement that has just been 
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read, " Exhibit 683," with reference to revivals, do you 
refer to calendar years or policy years ? 

MR GORE.— Those are policy years. 

MR. HUGHES.— The conclusion, then^ that I would 
draw is as follows : That taking your record of 90,000 and 
following them for one year, you would find, including 
deaths, which amount to less than 1 per cent, of the num- 
ber issued, a total lapse in the policy year of 51,3 per cent:, 
and that of the revivals in 1904 it is found that about 5 
per cent, or the lapsed policies revived were those that had 
been in force for less than one year ? 

MR. GORE;— Yes. 

MR. HUGHES.— Now, Senator, I will offer in evidence 
this table yoii gave of the ratio of policies revived to poli- 
cies lapsed. 

Paper marked " Exhibit 684" and read in evidence by 
Mr. Hughes as follows : 

MR. HUGHES. (Reading).— Ratio of policies revived to 
policies lapsed through last ten years, subject to revival : 

EXHffilT NO. 685. 

1895. Total number of policies lapsed. .... 969,463 

Policies lapsed by death. 39,984 

Policies lapsed subject to revival . . . 929,479 

Policies revived 48,452 

Making a ratio of policies revived to policies lapsed sub- 
ject to revival, of 5.21 per cent. Without reading all the 
figures for the intervening years it is found that that ratio 
has increased until in 1904 the figures are as follows : 

1904. Total number of policies lapsed 1,070,032 

By death 79,279 

Subject to revival 990,753 

Revived 158,825 

Percentage of policies revived to policies lapsed, subject 
to revival, 16.03 per cent. 

The total for the ten years shows a percentage of poli- 
cies revived 11.46 per cent. Below is appended a state- 
ment of the results for ten months of 1905, showing a per- 
centage of 15,96, that is, that the policies revived were 
15.96 per cent, of the policies lapsed subject to revival. 
Q. Now, Senator, suppose an industrial policy lapses in the first 
policy year, does the insured become entitled to receive anything? 
A. No. 
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Q. He does not? A. No. 

Q. Suppose a lapse in the second policy year, does he become en- 
titled to anything? A. He does not. 

Q. In the third policy year ? A, He becomes entitlied to a paid up 
policy. 
Q. For kpses in the third year ? A. After three years. 
Q. So that if there is a l^se within three years from the date of 
issuance of the policy the insured ^ts nothing? A. No. 

Q. So that unless the policy-holder takes out— revives his policy, 
if he lapses within three years, he gets nothing at all f orthe moneys 
he has paid in ? A. Except that he has been protected by insur- 
ance in the meantime. 

Q. Undoubtedly, but we are now taking a ease, or cdilsidering the 
fact that there is a continuous stream of the insurance, and that 
without picking them out individually you find that a certain per- 
centage of them will not persist? A. Yes. 

Q. For more than three years. In fact, it would apf)ear from 
this that 51 per cent, will drop out in one year ? A. And that is an 
enormous loss to the company. 

Q. Undoubtedly ; we will come to that in a moment And it is 
pretty certain that over 70 per cent, will drop out within three 
years ? A. Probably. 

Q; So that in the run of your industrial business there are on the 
average about 70 per cent, of those who take insurance, who drop 
out and get nothing? A. Except the protection. 

Q. Except the protection which they have during the meantime, 
which taking those on the average means to those who drop out no 
return? A. Yes. 

THE CHAIRMAN.— Is that 70 percent for three years or 
72 for five years ? 

THE WITNESS. -What is that percentage for two years, 
Mr. Gore ? 
MR. GORE.— Sixty-six per cent 

MR. HUGHES.— That is justified because the 72 per cent, 
you are thinking of was for five years, but from the fact 
that there was 72 per cent for calendar years and 51 per 
cent, in the first policy year on the table, with regard to 
two policy years, I inferred that it was probable that for 
three policy years there would likely be a lapse of about 70 
per cent. 

THE CHAIRMAN.— Is that the fact? That is a very im- 
portant fact and he ought to be able to give us some light 
on it. ^ 
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MR. HUGHES.— Let us see if that is proper, Senator 
Dryden. There is 72 per cent, according to your table, in 
the industrial department that lapses in five calendar 
years, but according to your generalization, based on ninety 
thousand policies, there is 51 per cent, that lapses in one 
policy year and about 60 per cent, in three calendar years. 
Now if we took three policy years, what, in your judg- 
ment, would it amount to ? It would be something more 
than 66 per cent? A. Undoubtedly. 
Q. Would be in the neighborhood of 70 per cent? A. Undoubt- 
edly. 

MR. GORE. — About 67i per cent, somewhere around 
there. 
Q. Now, let us take the policies that lapsed after three years. 
What does the policyholder get, assuming that he does not revive- 
that is, what does he get in the way of paid-up insurance or cash 
surrender value. ? A. After three years he gets a paid-up policy. If 
you look at the space marked B, you will see a table of surrender 
values and paid-up policies, which the company gives under its con- 
tract—the paper marked B. 

Q. That is the table of surrender values and paid-up policies tak- 
ing at age twenty-one at issue at the end of various years ? A. Yes. 
MR. HUGHES.— I will mark that for identification. 
That is not a complete table, but that is what the commit- 
tee called for with reference to page 21? 
THE WITNESS.— Yes. 

Paper marked "Exhibit No. 685" for identification. 
Q. Now, is this policy, that I show you, one of your regular forms 
of industrial policies containing upon the second page the table of 
privileges, showing the paid-up insurance and the cash values which 
you allow ? A. Yes, sir. 

MR. HUGHES.— I will offer that in evidence. 
Policy marked, " Exhibit No. 686," and is as follows : 
The Prudential Insurance Company of America 

Hereby insures the life of a person herein designated as 
the insured, and agrees to pay the benefits stipulated in the 
following schedule, subject to the conditions, privileges and 
provisions contained on the second and third pages hereof, 
which are hereby made a part of this contract. 



schedule. 

Name of insured 

Age next birthday 
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Benefit if insured is not less than ten years of age next 

birthday 

Weekly premium cents. 

If the insured shall die within six calendar months from 
the date hereof, the company will pay only one-fourth of 
this sum. If the insured shall die after six months and 
within one year of the date hereof, the company will 
pay only one-half of this sum. After one year from its 
date the policy will be in force for the full amount. 

Table of benefits if insured is less than ten years of age 
next birthday, for a weekly premium of ten cents. 

Age next birthday at date of policy. 
Age 2. Benefit payable if policy has been in force for less than 

three months, $16.00. 
More than three months but less than six months, $20. 
More than six months but less than nine months, $24, 
More than nine months but less than one year, $30. 
One year, $34. 
Two years, $40, 
Three, $48. 
Four, $58. 
Five, $110. 
Six, $160. 
Seven, $200. 
Eight, $240. 
Age 3. Benefit payable when policy has been in force for less than 

three months, $18. 
More than three months but less than six months, $22. 
More than six months but less than nine months, $28. 
More than nine months but less than one year, $34, 
One year, $40. 
Two years, $48. 
Three years, $58. 
Four years, $102. 
Five years, $150. 
Six years, $200. 
Seven years, $240. 

Eight years, . 

Age 4. Benefit payable when policy has been in force for less than 

three months, $20. 
More than three months but less than six months, $26. 
More than six months but less than nine months, $32. 
More than nine months but less than one year, $40. 
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One year, $48. 

Two years, $58. 

Three years, $94. 

Four years, $140. 

Five years, $200. 

Six years, $240. 

Seven years, . 

Eight years, . 

Age 5. Benefit payable if policy has been in force for less than 
three months, $22. 

More than three months but less than six months, $25. 

More than six months but less than nine months, $36. 

More than nine months but less than one year, $48. 

One year, $58. 

Two years, $86. 

Three years, $130. 

Four years, $190. 

Five years, $240. 

Six years, . 

Seven years, . 

Eight years, . 

Age 6. Benefit payable when policy has been in force for less than 
three months, $24. 

More than three months but less than six months, $32. 

More than six months but less than nine months, $44. 

More than nine months but less than one year, $58. 

One year, $78. 

Two years, $120. 

Three years, $180. 

Four years, $240. 

Five years, . 

Six years, . 

Seven years, . 

Eight years, . 

Age 7. Benefit payable if policy has been in force for less than 
three months, $28. 

More than three months but less than six months, $38. 

More than six months but less than nine months, $52. 

More than nine months but less than one year, $70. 

One year, $110, 

Two years, $170. 

Three years, $240. 

Four years, . 
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Five years, — 
Six years, 



Seven years, . 

Eight years, . 

Age 8. Benefit payable if policy has been in force for less than 
three months, $32. 
More than three months but less than six months, $44. 
More than six months but less than nine months, $70. 
More than nine months but less than one year, $100. 
One year, $160. 
Two years, $240. 

Three years, . 

Four years, . 

Five years, . 

Six years, . 

Seven years, . 

Eight years, 



Age 9. Benefit payable if policy has been in force for less than 
three months, $40. 
More than three months but less than six months, $56. 
More than six months but less than nine months, $100. 
More than nine months but less than one year, $150. 
One year, $240. 
Two years. 



Three years. 
Four years, - 
Five years, — 
Six years, — 
Seven years, 
Eight years. 



One-half the above amounts will be paid for a weekly 
premium of five cents. 

Special Notice.— No claim will be paid unless insured 
is over one year of age at date of policy. 
Leslie D. Ward, John F. Dryden, 

Vice President. President 

WHOLE life POUCY. 

coNDrnoNS. 
The insurance is granted in consideration of the weekly 
premium hereinbefore stated, which shall be paid to the 
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company or to its authorized representatives on or before 
every Monday during the continuance of this contract. 

The amount of benefit provided in the Schedule on the 
first page hereof, and any additions thereto, shall be paid 
by the company at its home office in the city of Newark, 
New Jersey, unto the executors, administrators or assigns 
of the insured, unless settlement shall be made as provided 
in article second under the head of " provisions," immedi- 
ately upon acceptance of satisfactory proof of the death of 
the insured during the continuance of this policy. 

PRIVILEGES. 

If this policy is continued in force, it will become entitled 
to an additional benefit, cash dividends and a cash surrend- 
er value as follows: 

After five years— Additional Benefit.— If the insured 
shall die after five years from the date hereof, the company 
will pay, in addition to the benefits herein provided , an 
account to be determined from the tables of additional ben- 
efits issued by the company for the year in which death 
occurs. 

After fifteen years— Cash Dividends.— At the end of fif- 
teen years from the date hereof and at the end of each fifth 
year thereafter, this policy, if in force, will be credited 
with a dividend from the surplus apportioned by the com- 
pany to policies of the same class, payable in cash to the in- 
sured, unless payment shall be made as provided in Article 
second, under the head of ''Provisions" below. 

After twenty years— Cash Surrender Value,— At the end 
of twenty years from the date hereof, or at the end of any 
fifth year theraf ter, the company will pay to the insured as 
a cash surrender value for this policy the amount fixed by 
the following tables rovided this policy is legally surrend- 
ered to the company within three months after the end 
of said twenty years, or of any fifth year theraf ter. 

CASH SURRENDER VALUE. 

At end of twenty years or of any fifth year thereafter, if 
policy is continued in f orce.The amounts in the following ta- 
ble are based on a weekly premixmi of 10 cents. If the weekly 
premium on this policy is other than 10 cents, the amount 
in this table will be changed porportionately. For exampe,if 
this policy is subject to a premium of five cents per week 
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the cash surrender value will be one-half the amount in this 
table. If the premium is twenty cents per week the cash 
surrender value will be double the amount in this table, 
and so on. 

Age when 
Insured. 
2 End of 20 years, $17 ; end of 25 years, $26 ; end of 



11 



12 



13 



14 



15 



16 



17 



18 



19 



$36 ; end of 35 years, $49 . 
End of 20 years, $19 ; end of 

$39 ; end of 35 years, $51 . 
End of 20 years, $20 ; end of 

$41 ; end of 35 years, $54 
End of 20 years, $22 ; end of 

$44 ; end of 35 years, $57 
End of 20 years, $24 ; end of 

$46 ; end of 35 years, $60 
End of 20 years, $26 ; end of 

$49 ; end of 35 years, $63 
End of 20 years, $28 ; end of 

$51 ; end of 35 years, 60 
End of 20 years, $30 ; end of 

$54 ; end of 35 years, $69 



10 End of 20 years, $32 ; end of 25 years, $44 ; end of 



$57 ; end of 35 years, $72 
End of 20 years, $33 ; end of 

$58 ; end of 35 years, $72 
End of 20 years, $33 ; end of 

$58 ; end of 35 years, $72 
End of 20 years, $36 ; end of 

$58 ; end of 35 years, $72 
End of 20 years, $33 ; end of 

$58 ; end of 35 years, $72 
End of 20 years, $33 ; end of 

$58 ; end of 35 years, $72 
End of 20 years, $33 ; end of 

$58 ; end of 35 years, $72 
End of 20 years, $33 ; end of 

$58 ; end of 35 years, $72 
End of 20 years, $33 ; end of 

$58 ; end of 35 years, $72 
End of 20 years, $33 ; end of 

$58 ; end of 35 years, $72 



end of 40 years, $63 
25 years, $28 ; end of 
end of 40 years, $66. 
25 years, $30 ; end of 
end of 40 years, $69. 
25 years, $32 ; end of 
end of 40 years, $72. 
25 years, $34 ; end of 
end of 40 years, $76. 
25 years, ^6 ; end of 
end of 40 years, $79. 
25 years, $39 ; end of 
end of 40 years, $82. 
25 years, $41 ; end of 
end of 40 years, $86. 



end of 40 years, $89 
25 years, $44 ; end of 
end of 40 years, $91. 
25 years, $45 ; end of 
end of 40 years, $92. 
25 years, $45 ; end of 
end of 40 years, $92. 
25 years, $45 ; end of 
end of 40 years, $91. 
25 years, $45 ; end of 
end of 40 years, $90. 
25 years, $45 ; end of 
end of 40 years, $90. 
25 years, $45 ; end of 
end of 40 years, $87. 
25 years, $45 ; end of 
end of 40 years, $87. 
25 years, $45 ; end of 
end of 40 years, $87. 



30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years, 
30 years. 



Digitized by 



Google 



ExhiMt 2 



399 



Age when 
Insured. 



21 



22 



23 



20 End of 20 years, $33 ; end of 25 years, $45 ; end of 30 years, 

$58 ; end of 35 years, $72 ; end of 40 years, $87. 
End of 20 years, $33 ; end of 25 years, $45 ; end of 30 years, 

$58 ; end of 85 years, $72 ; end of 40 years, $87. 
End of 20 years, $34 ; end of 25 years, $46 ; end of 30 years, 

$59 ; end of 36 years, $73 ; end of 40 years, $87. 
End of 20 years, $34 ; end of 25 years, $46 ; end of 30 years, 

$59 ; end of 35 years, $73 ; end 40 years, $87. 
End of 20 years, $35 ; end of 25 years, $47 ; end of 30 years, 

$60 ; end of 35 years, $73 ; end of 40 years, $87. 
End of 20 years, $35 ; end of 25 years, $47 ; end of 30 years, 

$60 ; end of 35 years, $73 ; end of 40 years, $87. 
End of 20 years, $35 ; end of 25 years, $47 ; end of 30 years, 

$60 ; end of 35 years, $73 ; end of 40 years, $86. 
End of 20 years, $36 ; end of 25 years, $48 ; end of 30 years, 

$60 ; end of 35 years, $73 ; end of 40 years, $86. 
End of 20 years, $37 ; end of 25 years, $49 ; end of 30 years, 

$61 ; end of 35 years, $74 ; end of 40 years, $86. 
End of 20 years, $37 ; end of 25 years, $49 ; end of 30 years, 

$61 ; end of 35 years, $74 ; end of 40 years, $86. 
End of 20 years, $37 ; end of 25 years, $49 ; end of 30 years, 

$61 ; end of 35 years, $74 ; end of 40 years, $85. 
End of 20 years, $38 ; end of 25 years, $50 ; end of 30 years, 

$62 ; end of 35 years, $74 ; end of 40 years, $85. 
End of 20 years, $38 ; end of 25 years, $50 ; end of 30 years, 

$62 ; end of 35 years, $74 ; end of 40 years, $85. 
End of 20 years, ^8 ; end of 25 years, $50 ; end of 30 years, 

$62 ; end of 35 years, $65 ; end of 40 years, $84. 
End of 20 years, $38 ; end of 25 years, $50 ; end of 30 years, 

$61 ; end of 35 years, $72 ; end of 40 years, $82. 
End of 20 years, $39 ; end of 25 years, $50 ; end of 30 years, 

$62 ; end of 35 years, $72 ; end of 40 years, $82. 
End of 20 years, $39 ; end of 25 years, $50 ; end of 30 years, 

$61 ; end of 35 years, $72 ; end of 40 years, $81. 
End of 20 years, ^9 ; end of 25 years, $50 ; end of 30 years, 

$60 ; end of 35 years, $70 ; end of 40 years, $79. 
End of 20 years, $39 ; end of 25 years, $50 ; end of 30 years, 

$60 ; end of 35 years, $70 ; end of 40 years, $79. 
End of 20 years, $39 ; end of 25 years, $49 ; end of 30 yearsf, 

$60 ; end of 35 years $69 ; end of 40 years, $78. 



24 



25 



26 



27 



28 



29 



30 



31 



32 



33 



34 
35 



36 



37 
38 



39 
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Age when 
Insured. 



42 
43 



40 End of 20 years, $38 ; end of 25 years, $49 ; end of 30 years, 

$59 ; end of 35 years, $68 ; end of 40 years, $76. 

41 End of 20 years, $38 ; end of 25 years, $49 ; end of 30 years, 
$59 ; end of 35 years, $67 ; end of 40 years, $75. 

End of 20 years, $38 ; end of 25 years, $48 ; end of 30 years, 
$57 ; end of 35 years, $60 ; end of 40 years, $73. 

End of 20 years, $38 ; end of 25 years, $47 ; end of 30 years, 
$56 ; end of 35 years, $64 ; end of 40 years, $71. 

44 End of 20 years, $38 ; end of 25 years, $47 ; end of 80 years, 

$56 ; end of 35 years, $64 ; end of 40 years, $71. 

45 End of 20 years, $37 ; end of 25 years, $46 ; end of 30 years, 

$54 ; end of 35 years $62 ; end of 40 years, $70. 

46 End of 20 years, $37 ; end of 25 years, $46 ; end of 30 years, 

$54 ; end of 35 years, $61 ; end of 40 years, $68. 

47 End of 20 years, $36 ; end of 25 years, $45 ; end of 30 years, 

$52 ; end of 35 years, $59 ; end of 40 years, $66. 

48 End of 20 years, $36 ; end of 25 years, $44 ; end of 30 years, 

$52 ; end of 35 years, $59 ; end of 40 years, $65. 

49 End of 20 years, $36 ; end of 25 years, $44 ; end of 30 years, 

$51 ; end of 35 years, $58 ; end of 40 years, $64. 

50 End of 20 years, $35 ; end of 25 years, $42 ; end of 30 years, 

$49 ; end of 35 years, $56 ; end of 40 years, $61. 

51 End of 20 years, $35 ; end of $25 years, $42 ; end of 30 years, 
$49 ; end of 35 years, $55 ; end of 40 years, $60. 

52 End of 20 years, $33; end of 25 years, $40 ; end of 30 years, 
$47; end of 35 years,$52; end of 40 years, $58. 

53 End of 20 years, $33 ; end of 25 years $40; end of 30 years $46 ; 
end of 35 years, $52 ; end of 40 years, $56. 

54 End of 20 years $32 ; end of 25 years $39 ; end of 30 years, 
$45 end of 35 years $51 ; end of 40 years, $55. 

55 End of 20 years, $31 ; end of 25 years, $37; end of 30 years, 
$43 ; end of 35 years, $48 ; end of 40 years, $52. 

56 End of 20 years, $30 ; end of 25 years, $37 ; end of 30 years, 
$42 ; end of 35 years, $47 ; end of 40 years, . . . 

57 End of 20 years, $30 ; end of 25 years, $36 ; end of 30 years, 
$41 ; end of 35 years, $46 ; end of 40 years, 

58 End of 20 years, $29 ; end of 25 years, $35 ; end of 30 years, 
$40 ; end of 35 years, $45 ; $nd of 40 years, 

59 End of 20 years,$27 ; end of 25 years, $33 ; end of 30 years, 
$38 ; end of 35 years, 42 ; end of 40 years, ....... 
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Age when 
Insured. 

60 End of 20 years, $27 ; end of 25 years, $32 ; end of 30 years, 
$37; end of 35 years, $40 ; end of 40, years, .... 

61 End of 20 years, $26 ; end of 25 years, $31 ; end of 30 years, 
$36 ; end of 35 years, ; end of 40 years, 

62 End of 20 years, $25 ; end of 25 years, $30 ; end of 30 years, 
$35 ; end of 35 years, ; end of 40 years, 

63 End of 20 years, $24 ; end of 25 years, $29 ; end of 30 years, 
$35 ; end of 35 years, ; end of 40 years, 

64 End of 20 years, $24 ; end of 25 years, $28 ; end of 30 years, 
$32 ; end of 35 years, ; end of 40 years, 

65 End of 20 years, $23 ; end of 25 years, $27 ; end of 30 years, 

$30 ; end of 35 years, . . . . ; end of 40 years, 

66 End of 20 years, $22 ; end of 25 years, $26 ; end of 30 years, 

; end of 35 years, ; end of 40 years, 

67 End of 20 years, $22 ; end of 25 years, $26 ; end of 30 years 

; end of $35 years, . . . . ; end of 40 years, 

68 End of 20 years, $22 ; end of 25 years, $25 ; end of 30 years, 

. . . . ; end of 35 years, . . . . ; end of 40 years, .... 

69 End of 20 years, $21 ; end of 25 years, $23 ; end of 30 years, 

; end of 35 years, ; end of 40 years, .... 

70 End of 20 years, $20 ; end of 25 years, $23 ; end of 30 years, 

. . . . ; end of 35 years, . . . . ; end of 40 years, .... 

Note — To the cash surrender value as above, if applied 
for, will be added the cash dividend for the correspond- 
ing five-year dividend period, if said dividend has not al- 
ready been paid before this policy is legally surrendered to 
the company. Table of cash values after forty years will 
be furnished on application. 

Or, if this policy is lapsed after three years— paid-up 
policy. — If this policy shall become forfeited for the non- 
payment of any premium after having been in force 
three full years, and the insured shall be over thirty years 
of age at date of such forfeiture, the company will grant a 
non-participating paid-up life policy in accordance with 
Chapter 356 of the Laws of 1895 of the state of New Jer- 
sey. 

PROVISIONS. 

1st. Preliminary Provisions. — No claim will be paid on 
this policy in case of the death of the insured before the 
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date hereof, nor unless on said date the insured was alive 
and in sound health. 

2d. Facility of Payment— The company may make any 
payment provided for in this policy to any relative by blood 
or connection by marriage of the insured, or to any other 
person appearing to said company to be equitably entitled 
to the same by reason of having incurred expense in any 
way on behalf of the insured, for his or her burial or for 
any other purpose, and the production by the company of 
a receipt signed by any or either of said persons or of 
other sufficient proof of such payment to any or either of 
them shall be conclusive evidence that such benefits have 
been paid to the person or persons entitled thereto, and 
that all claims under this policy have been fully satisfied- 
Form 1490. 

3d. Policy When Void. — This policy shall be void if 
there is in force upon the life of the insured an industrial 
policy previously issued by this company, unless the policy 
first issued contains an endorsement, signed by the presi- 
dent or secretary, authorizing this policy to be in force at 
the same time ; or if any of the representations upon which 
this policy is granted are not tnle ; or if the said weekly 
premium shall not be paid according to the terms hereof ; 
or if the person insured is under twelve years of age next 
birthday, and is now or hereafter may be insured while 
under such age in this or any other company, and the total 
premiums on such insurance as shall exceed 10 cents per 
week. If for any cause this policy be or become void, all 
premiums paid hereon shall be forfeited to the company 
except as provided herein. 

4th. Payment of Premiums. — ^AU premiums are payable 
at the home office of the company, but may be paid to an 
authorized representative of the company; but pay- 
ments to be recognized by the company must be entered 
at the time of payment in the premium receipt 
book belonging with this policy. If for any reason 
the premium is not called for when due by an authorized 
representative of the company, it shall be the duty of the 
policyholder, before said premium shall be in arrears four 
weeks to bring or send said premium to the home office of 
the company or to one of its district offices. 

5th. Period of Grace.— Should the insured die while the 
premium on this policy is in arrears for a period not ex- 
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ceeding four weeks, the company will pay the benefits 
provided herein, subject to the conditions of the policy. 

6tL Revival of Policy.— If this policy is lapsed for non- 
payment of premiums, it will be revived within one year 
from the date to which premiums have been duly paid 
upon payment of all arrears, provided the evidence of the 
insurability of the insured satisfactory to the company be 
furnished. 

7th. Alterations and Waivers. — No person except the 
president, one of the vice presidents, the secretary, the 
assistant secretary or the actuary of the company, can 
alter this contract or waive any condition, privilege or pro- 
vision thereof. 

8th. Limitation.— No suit on this policy shall be main- 
tainable against the company unless brought within one 
year next after the death of the insured. 

9th. Incontestibility. — If the insured shall die one or 
more years after the date hereof, and if all due premiums 
shall have been paid, and full proof of death given to the 
company within one year next after the death of the in- 
sured, this policy shall be incontestible. 

10th. Misstatement of Age. — The benefits provided in 
this policy may be adjusted for misstatement of age. 

SPECIAL PRIVILEGE. 

This policy, if not satisfactory to the insured, may be 
surrendered within two weeks after its date at the office 
of the superintendent whose name appears on the 
premium receipt book accompanying this policy, and the 
premiums paid hereon will be returned to the insured. 

Form 1490. 
The Prudential Insurance op America, 
Home Office, Newark, N. J. 

Q. Now, these benefits stated on the second page of this policy, 
that is, the additional benefit after five years, the cash dividends 
after fifteen years, the cash surrender values after twenty years, 
and the paid-up policy after three years are your regular privi- 
leges? A. Yes, sir. 

Q. This is a complete statement of them ? A. Yes, sir ; that is a 
contract we make with our policyholders. 

Q. Before reading this it may be well to bring out the fact that 
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you do not have a great variety of industrial policies, do you ? 
A. No, sir ; we have the regular industrial and the intermediate 
industrial and child's endowment, pure endowment; we have, 
though, stopped issuing child's endowment. 

Q. You don't have the increasing endowment plan that the 
Metropolitan has? A, No. 

Q. Your industrial policies are whole life policies in the main ? 
A. Yes, sir. 

Q. These— that is benefit payable only at death? A, Yes, sir. 
MR. HUGHES.— Now, we have "Exhibit 686," which 
provides for the insurance of the life of the person desig- 
nated as the insured and an agreement to pay the stipula- 
ted benefit, as shown by the schedules, subject to the 
privileges, conditions and provisions contained on the 
second and third pages. Then follows a schedule showing 
a table of benefits, if the insured is less than ten years of 
age next birthday, for a weekly premium of five cents. 

Q. In other forms of policies you have a table for benefits corres- 
ponding to the age at which the insurance is written, and the 
premiums paid ? A. Yes, sir ; we have. 

Q. Now, taking the privileges there, drawing your attention first 
to the provision after three years, in case of lapse after three 
years, the insured is entitled to a paid up policy ? A. Yes. 

Q. The provision is that if this policy shall become forfeited for 
the non-payment of any premium, after having been in force for 
three full years, and the insured shall be over thirteen years of age 
at date of such forfeiture, the company will grant a non-participat- 
ing paid up life policy, in accordance with Chapter 356 of the Laws 
of 1895 of the State of New Jersey. Now, supposing one had been 
insured at an age under ten, and the three years had elapsed. 
Would there be any right to get a paid up policy ? A. Not, I be- 
lieve, unless the insured is thirteen years. 

Q. You do not give any paid up policies in case of lapse under 
thirteen years of age ? A, No, sir ; we do not 

Q. Do you give, in case of a lapse under thirteen years of age 
when the insured arrives at the age of thirteen ? A. Yes, sir ; 
we do. 

Q. You do in that case, but he does not become entitled to it until 
he becomes thirteen, and the reason for that is that there are no 
reserves ? A, Yes, sir. 

Q. Until they are thirteen years of age ? 

Q. And the New Jersey law, it is stated, provides for a paid-up 
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policy, in case of lapse, when the insured is at least fifteen years 
old? A, Yes, sir. 

Q. Your point is that you give a little more than that the law re- 
quires? A. Yes, sir. 

Q. By giving a policy when the insured is thirteen years old ? 
A. Yes. 

Q. The next question is, what is the amount of that policy, sup- 
pose the insured pays 10 cents a week ? A. It is an amount of paid- 
up policy which may be bought by two-thirds of the reserve. Am I 
right about that, Mr, Gore ? 

MR. GORE.— Two-thirds reserve American four and a 

half table. 

Q. Take the case of a person who is insured at twenty-one years 

of age, on the industrial plan and pays 10 cents a week for three 

years, or $15.50 in all in the three years, and then lapses, for what 

amount will he receive a paid-up policy ? A. I have not the table 

here. Won't that instruction book to agents show that, Mr. Gore? 

Q. You now show me a sheet showing your paid-up values per 

$100 whole life industrial ? A. Yes, 

MR. HUGHES. -Which I will mark for identification. 
Sheet marked "Exhibit 687," for identification. 
Q. This says paid-up values per $100— what does $100 mean ? 
MR. GORE.— Of insurance. 

MR. HUGHES.— One hundred dollars of insurance? 
THE WITNESS.— Of insurance ; yes. 
Q. If one were twenty-one years of age and paying ten cents a 
week he would have over $168 of insurance ? A. Yes. 

Q. To take a round figure, let us take one at age forty who pays 
fifty cents a week or $26 in a year and has $500 in insurance. As- 
sume that he pays that $26 for three years, pays a total of $78 and 
then he lapses, what will he get a paid-up policy for? A. What 
does that table say ? 

MR. GORE.— Forty dollars, I think, $8 a hundred. 
THE WITNESS.— He gets $8 a hundred, $40 of the $500 
policy. 
Q. He will get at the rate of $8 a hundred, or $40 ? A. Yes. 
Q. And that paid-up insurance will be paid at death ? A. Yes. 
Q. Now, if this man at age forty had paid ten cents a week, he 
would have had an insurance of $100 and at the end of three years 
on lapsing he would have been entitled to a paid-up policy for $8? 
A. Yes, sir. 

Q. What is the provision of Chapter 350 of the laws of 1895 of 
the State of New Jersey referred to here ? A. Paid-up policy ? 
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Q. Yes. A, It provides that we must give either a paid-up 
policy or a term policy, at the option of the insured, for an amount 
which two-thirds of the reserve will purchase at his then age. 

Q. Now, we find that after five years the policy provides for 
what is called an additional benefit? A. Yes. 

Q. That if the insured should die after five years from the date 
hereof the company will pay, in addition to the benefit herein pro- 
vided, an amount to be determined from the tables of additional 
benefits issued by the company for the year in which death occurs. 
Have you the table of additional benefits issued last year ? A. The 
actuary, I think, has. 

MR. HUGHES.-I will mark this for identification. 
Paper marked "Exhibit 688" for identification. 
MR. HUGHES.— This is headed additional benefits and 
cash dividends on regular industrial policies payable dur- 
ing 1905, and in that statement appears the following: 
Continuation of voluntary concessions first made in 1897 
and continued each year since then. 

The Prudential Insurance Company announces to its old 
policyholders that the voluntary dividend concession first 
made in 1897 on its regular industrial policies will be con- 
tinued through the year 1905. The concession : "Addi- 
tional benefits will be paid on all regular industrial policies 
which have been five or more years in force, and will be. 
come claims by death during 1895. The amounts of such 
additional benefits may be found from the table on page 2 
of this circular." Now, on page 2 of this circular appears 
the following: 

" If a person insured under a regular industrial policy in 
one of the years given below dies during 1905, the com- 
pany will pay not only the amount of the policy, but also 
the following additional benefits : For each $100 of the 
sum insured by the policy in the case of an infantile policy 
(issued at age under ten) the additional benefit will be paid 
on the amount of policy at the age of death." 

Then follows a table. To find the amount payable on 
policy in case of death to 1905 of the person insured, mul- 
tiply the amount insured in policy by 100 plus the addi- 
tional benefit opposite the year in which policy was issued 
as above and divide the result by 100. Example : To find 
amount payable on policy of $144, issued in 1894, which 
has been in force for eleven full years, multiply 144 by 
103 and point off two places to the left and the result is 
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$148.22, and this amount will be paid by the company in 
case of the death of the insured. 

That means, Senator, that if the person who was in- 
sured in 1894 for $144 dies in 1905 his beneficiary will re- 
ceive $4.22 more than the face of the policy. 
A. Yes, sir. 

Q. That is the additional benefit? A. That is it. 
Q. After eleven years of payment at that rate and for $144 the 
insured would have paid about how much for insurance ? A. Take 
the age, Mr. Gore, and look at the table — Mr. Hughes has the table 
of rates here. 

Q. I find in that table of rates that the insurance table is $144 at 
age twenty-seven on a payment of ten cents a week, so the payment 
of ten cents a week, $5.20 a year for eleven years, would then give 
the insured $148.32? A. Yes. 

Q. Now, going a step further, we find that after fifteen years cer- 
tain cash dividends are allowed by the policy as follows : At the 
end of fifteen years from the date hereof, and at the end of each 
fifth year thereafter, this policy will be credited with a dividend 
from the surplus apportioned by the company to policies of the same 
class, payable, in cash to the insured, unless payment shall be made 
as provided in Article 2 under the head " Provisions below. " Now, 
haveyouastatement of the dividends paid in 1904, what amounts 
are apportioned to industrial policies? 

THE WITNESS.-Have you got that statement, Mr. 
Gore? 
Q. I am referred to the same circular. Exhibit 588 for Identifica- 
tion, on the third page, for the cash dividends for the year 1905. 
These are cash dividends as distinguished from cash surrender 
values ; this page under the head of cash dividends for the year 
1905 contains a table, appended to which is the following: "To 
find cash dividends on a ten-cent policy multiply the above amount 
by 2, by 3 for fifteen-cent policy, and so on. For example, on a pol- 
icy issued in 1890, at age thirty, premium ten cents, the company 
will pay in 1905, after the policy has reached its fifteenth anniver- 
sary, a cash dividend of $6.60. " Can you tell me approximately 
what proportion of your industrial policies reached their fifteenth 
anniversary? A, Mr. Gore, have you got the statistics on that 
point? What proportion of our industrial policies reached the fif- 
teenth anniversary ? 

MR. GORE.— Somewhere around 18 per cent. 
THE WITNESS.— Eighteen per cent. 
MR. GORE.— Between 16J and 18 per cent. 
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Q. Between 16 J and 18 per cent, reached the fifteenth anniver- 
sary and became entitled to be credited with dividends. Does this 
statement which is handed me of dividends purport to set forth the 
dividends under this provision allowed on industrial policies? 
A, The first column. 

Q. That does not include any other amount, but simply the cash 
dividends allowed on industrial policies under the privilege in the 
clause, "After fifteen years cash dividends" ? 

MR. GORE.— No, it includes also additional benefits. 
MR. HUGHES.— I thought so. How are we to segregate 
them to see what is paid actually or credited in the way 
of cash dividends on policies that reach their fifteenth 
anniversary? Have we any statement of that? Can you 
give that? 
A. I can get it. 

Q. Now, this provision for cash dividends provides that at the 
end of fifteen years from the date of the policy and at the end of 
each fifth year thereafter, dividends will be apportioned ? A. Yes, 
sir. 

Q. The amounts which you have furnished in the statement 
shown me gives the aggregate dividends allowed on industrial 
policies in 1904, which include the additional benefits after five 
years, the cash dividends after fifteen years, and also the cash divi- 
dends on policies that had reached their twentieth and twenty-fifth 
and thirtieth anniversaries, does it not ? A. Yes, sir ; every five 
years after fifteen years. 

MR. HUGHES.-I will read that upon the record. 
Dividends, Industrial. 

1900 $433,790 

1901 446,966 

1902 494,755 

1903 569,566 

1904 650,494 

1905 (estimated), 750,000 

Q. Now, I should like to have those totals divided. 
MR. GORE.-I will get those. 

MR. HUGHES.— So we can see how much of these pay- 
ments stand for the five-year benefits, and how much for 
cash dividends, and will also indicate what amount of poli- 
cies persist for fifteen years, twenty years, twenty-five 
years, and so on. 

THE WITNESS.— The actuary will prepare that for you, 
Mr. Hughes. 
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MR. GORE,— I can give that to you now. (Producing 
paper.) 
Q. I am furnished by the actuary of your company with a state- 
ment of lapses, which shows what issues of industrial policies were 
in force on September 30th, 1905. That is the percentage of the is- 
sue of prior years then in force, as follows : 

32.22 of the issue of 1900, in force September 30th, 1905. 
18.92 per cent, of the issue of 1895, in force at the same date. 
13.05 of the issue of 1890, in force at the same date. 
19.66 per cent, of the issue of 1885, in force at the same date. 
6.01 per cent, of the issue of 1880, in force at the same date. 
THE CHAIRMAN.— That does not justify the actuary's 
figures that 16 to 18 J per cent persist for fifteen years, be- 
cause there it is only 13 per cent. 
Q. The Chairman suggests that that table does not justify your 
suggestion that 16 J to 18 per cent, persisted for fifteen years, as 
it would appear that only 13.05 per cent, insured in 1890 were in 
force in 1905? 

MR. GORE. — The year 1890 was a very peculiar year in 
that respect. You will notice the year 1885 still has 19.66 
per cent still in force. The average would be fully what 
I have stated. 

MR. HUGHES. — I think for the purposes of the record 
it might be well if the actuary were sworn, so he could in- 
terpolate his answers as part of his evidence. 
THE CHAIRMAN.— Yes, I think so. 

JOHN K. GORE was then duly sworn, testified as follows : 

BY MR. HUGHES. 

Q. In your judgment, Mr. Gore, 16J to 18 per cent of the policies 
issued on the industrial plan would be in force approximately at the 
end of fifteen years ? A. Yes. 

Q. And the table which you have just furnished me, and which 
I have read upon the record, showing the percentages of the issues 
of 1880, 1885, 1890, 1895 and 1900, inclusive, was made up by you 
from the data on the company's record ? A. Yes. 

Q. And is believed by you to be correct ? A. It is. 

Q. Have you, Mr. Gore, any policies in force that were written in 
1875 or 1876, 1 believe your company was organized? 

MR. DRYDEN-Practically 1876 ; we did not commence 
to issue policies until 1876. 

A. Policies in force ? 

Q. Yes. A. We have some. 

Q. What percentage ? A. Probably about six. 
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Q. It is six in 1880 ? A. They would be very close together. 

JOHN F. DRYDEN, resumed. 
BY MR, HUGHES. 

Q. Now, in addition to these additional benefits and cash divi- 
dends, which are totalized in the statement which has been put 
upon the record, your industrial policy also provides for a cash sur- 
render value? A. Yes. 

Q. But no cash surrender value is given until after twenty 
years? A. That is correct. 

Q. All the other benefits are in the nature of reversionary addi- 
tions ? A. Yes, sir. 

Q. The table of cash surrender values, as stated in the policy it- 
self, and as I understand it, the cash surrender values available at 
the end of twenty years, or of any fifth year thereafter, if the 
policy is continued in force ? A. That is correct. 

Q. Now, take for example, a policy issued at age two, and con- 
tinued for twenty years, then there would be, on the surrender of 
the policy and release of your company, how much paid in cash ? 
A. Seventeen dollars. 

Q. That is on the basis of what payment? A, I do not know that 
I understand. 

Q. That is in case the insured has paid how much a week ? A. 
That is in case of a weekly payment of ten cents. 

Q. And if the weekly premium is five cents ? A. It would be 
one-half of that amount. 

Q. It would be one-half? A. Yes. 

Q. Suppose he is insured at the age of twenty-one and pays ten 
cents a week for twenty years, what will be the cash surrender 
value of the policy at that time ? A. Thirty-three dollars. 

Q. And if he is insured at age forty and carries the policy, pay- 
ing ten cents a week, until he is sixty, what will be the cash sur- 
render value ? A. Thirty-eight dollars. 

Q. Now, take the age two, and assume the policy, at ten cents a 
week, to have been carried for twenty-five years, what will be the 
cash surrender value ? A. Twenty-six dollars. 

Q. The assumption on the policy issued at age twenty-one ? A. 
Forty-five dollars. 

Q. And the policy issued at age forty? A. Forty-nine dollars. 

Q. Why is it, on receiving the same amounts of money from the 
insured, you have the variant surrender values ? A. Because of the 
greater risk in carrying the insurance'upon these lives. 
MR GORE.— They are the full term reserve. 
THE WITNESS.— Yes, that is the explanation, the full 
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term reserve — the reserve is greater, therefore, the cash 
surrrender value is greater, 
Q. If a policy is issued at age sixty, and ten cents a week is paid, 
the amount at the end of twenty years is how much? A, Twenty- 
seven dollars. 

Q. And that is less than the amount of a policy issued at age 
twenty-one ? A. Yes, sir. 
Q. How do you account for that? 

MR. GORE. — The amount of the policy is a great deal 
less. 
A. The man at the age sixty would get less insurance. 
Q. For the same payment ? A. For the same payment. 
Q. So that the maximum surrender value corresponds to the max- 
imum insurance and the maximum reserve for the same payment ? 
A. Yes. 

Q. In other words, you have a fixed payment of so much a week, 
and the amount of insurance a man gets depends upon his age and 
expect ation of life ? A. Yes. 

Q. And the amount of the cash surrender value varies accord- 
ingly? A. Yes, sir. 

Q. Now those are all the benefits which are receivable, exclusive 
of the death benefit, under your industrial policy ? A. Yes, sir. 

Q. What amount did you pay out in your industrial department 
for cash surrender values in t904 ? A. Have you got that table 
right there, Mr. Gore ? 

MR. GORE.— We have not any table of our cash sur- 
render values in the industrial department. 

THE CHAIRMAN.-When you finish this topic we will 
take our usual adjournment. 
MR GORE.— We can furnish that. 
THE WITNESS.— The actuary will furnish you that in- 
formation. 

MR. HUGHES.— Permit me a question or two before 
we adjourn. 
Q. You have stated here the gross amount of your premiums re- 
ceived. Have you a statement showing the amounts of premiums 
you get from your industrial business? A. Have we got that 
statement here, Mr. Gore? 

MR. GORE.— No ; we have not those separated. 
MR. HUGHES.— You can easily make the separation. 
MR. GORE.— It is about $26,500,000, but we can find that 
for you. 
Q. About $26,500,000 received in premiums on the industrial 
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business last year. If you could give me the data for the industrial 
department separated, showing the premiums received and the 
death claims paid, and the matured endowments, if any, the surren- 
der values paid and the dividends credited, and the totals to policy- 
holders in that department, for a period, say, of five years, that 
would be a very useful table, indeed, to have. 

THE WITNESS.— Can you have that tomorrow morning, 
Mr. Gore? 
MR. GORE. — Some time during the day. 

Q. I want to ask you before we leave this subject tonight, 
what is done, in case a man lapses, to revive him ? Do you have a 
medical examination ? A. No, not within the first year of lapse. 

Q. After the first year of lapse, do you have a medical examina- 
tion ? A. Yes, sir. 

Q. Does he have to pay all the arrears ? A. Yes, sir. 

Q. Why would it not be better for him to take out a new policy ? 
A. Because the policy is not at first in benefit, in full benefit ; if he 
has maintained a policy for one year, it becomes in full benefit. 
Now, if he lapses that and takes a new policy he has got to go 
through that probationary period, and be for a considerable portion 
of the year iminsured or insured for a less amount. 

Q. When you speak of full benefit, you mean that the policy pro- 
vides that if the insured shall die within six calendar months from 
its date, the company will pay only one-quarter of the same ? A. 
Yes. 

Q. And if the insured shall die after six months and within one 
year the company will only pay one-half of the sum ? A. Yes. 

Q. And after one year it will pay the full amount ? A. Yes. 

Q. Then that also means that having a longer period of insurance 
to aid him in complying with the conditions upon which he becomes 
entitled to these privileges— A. Yes, sir; and also that he will 
be one year older than he was when he first insured, and conse- 
quently the sum of his insurance would be a little less. 

Q. But when he is revived and pays up the arrears and is rein- 
sured you treat that as new business on your books ? A. Yes, sir ; 
that is, it appears to be a new policy. 

Q. Do you give your agents commission on it? A. The agent's 
commission is based upon two features : first, upon a percentage 
upon the amount of money that he collects, which is called the 
ordinary salary ; and second, an amount based upon the net in- 
crease in his collectible debit Now, if he reinstates an old policy, 
the effect upon him is just the same as though he had written a new 
policy so far as that amount is concerned. 
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MR. GORE. — Senator, we do issue policies, you know, 
with a policy lien, where they do not have to pay up the 
arrears of premiums. We revive those. 

THE WITNESS.— Yes. I want, if you please, to add to 
my statement that we do revive old policies and take a lien 
upon the policy without any cash payment by the policy- 
holder. The policyholders sometimes are unable to pay 
the arrears, but want to continue the insurance, and we 
take a lien without requiring any cash payment. 
Q. It is called to my attention that not only are your rates in the 
industrial department higher than in the ordinary department, but. 
in our comparison we took the total amount of the benefit on the 
industrial policy at the end of the year, but as a matter of fact 
through the first year the policy is only good for a quarter of that 
amount during the first six months and for one-half of the amount 
during the last six months. A. Yes. 

Q. So that really for the first year's insurance, comparing the 
industrial policy with a non-partipating ordinary policy the insured 
is paying during the first six months eight times as much as he 
would be paying on the non-participating policy, and during the 
last six months four times as much. A. I want to explain to you 
about that partial benefit during the first year. I have already ex- 
plained to you the nature of our medical examinations, that the 
business is such and the initial payments are such that the company 
cannot afford to have a thorough medical examination, as we do in 
the case of the ordinary life insurance. Now, it would be, in the 
first place, top much of a risk for the company to take during the 
early months ito pay these policies in full immediate benefit, and be- 
sides it would cost so much to pay for the medical examinations, 
which would justify the company in taking that risk so qarly in the 
life of the policy, that it would make it prohibitory. Therefore, 
instead of adopting the course that some lodges or mutual benefit 
societies have adopted, of charging an initiation fee, we get the 
equivalent by obligating ourselves for a less amount of risk during 
the early months of the policyholder. 

THE CHAIRMAN.— The Committee tomorrow will 
probably meet in the aldermanic chamber at the other end 
of the building as usual. An adjournment will now be 
taken until 10.30 o'clock tomorrow morning, sharp. 

MR. HUGHES.— Mr. Chairman, Mr. Lindabury desires 
me to have corrected an answer in Senator Dryden's testi- 
mony. 
THE CHAIRMAN.— Very well. 
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BY MR. HUGHES. 

Q. I asked you, Senator, what the agreement was that you entered 
into with the Massachusetts department, and you answered : 

" That agreement was that the company would not have at risk in 
any one trust company or bank, either by the ownership of the capi- 
tal stock or deposited, or both, of more than 50 per cent, of its sur- 
plus. Is that right, Mr. Ward ? Yes." 

Will ycu state whether that answer was correct, and, if not, give 
me a correct answer to the question what the agreement was with 
the Massachusetts department? 

MR. LINDABURY.— That is correct, copied from your 
minutes. 
(Handing paper to witness.) 

THE WITNESS.-I wish to amend my answer by say- 
ing that we also included any amount that might be loaned 
upon collateral securities. 

MR. LINDABURY.-Upon the collateral of those 
stocks. 

THE WITNESS.-Precisely, upon the collateral of those 
particular stocks. In other words, that we should not have 
more than one-half of our surplus at risk at any one time 
in any one bank or trust company. 

MR. WARD. — This is taken from the agreement That 
agreement was that the company would not have at risk in 
any one trust company, bank or other financial institution, 
either by the ownership of the capital stock or deposited 
by loan upon the stock of such trust company, bank or 
other financial institution, or all three, of more than 50 per 
cent, of the net surplus as determined by the said insurance 
conmiissioner. 
BY MR. HUGHES. 

Q. Has that contract as stated in your amended answer been com- 
plied with ? A. Completely. 

Adjourned to Wednesday, December 13th, 1905, 10.30 A. M. 
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Council Chamber, 
City Hall, New York, 

December 13th, 1905. 

The committee met pursuant to adjournment. Senator Armstrong 
in the chair. 

JOHN K. GORE, resumed. 

BY MR. HUGHES. 

Q. Mr. Gore, have you a statement showing the benefits and div- 
idends credited to policy-holders in the industrial department ? A. 
(Producing paper.) Those two. 

Q. The paper you offer me is the amount of additional benefits 
which after five years are credited to the policyholders in the in- 
dustrial department. This additional benefit is the amount added 
to the insurance in case of death after five years, the first privi- 
lege mentioned in the policy ? A. It is. 

MR. HUGHES.— I offer the table in evidence. 

Paper marked " Exhibit 689." 

MR. HUGHES.-(Reading.) 

Exhibit 689. 
Additional Benefits, Industrial. 

1900 $65,652 45 

1901 73,163 25 

1902 76,973 55 

1903 89,520 73 

1904 93,760 35 

Q. Have you a statement of the amount of death claims paid on 
industrial policies as hand ? A. I will have a better one in a few 
minutes. This is the first draft but it is all right (handing paper). 
Q. The statement you now hand me is limited to industrial pol- 
icies? 

Q. It would appear that in 1904 the total amount paid upon death 
claims was $8,637,287. Now, of that $8,637,287, $93,760.34 consisted 
of the additional benefits payable under the first privilege? 
A. That is right. 

Q. You have also produced a statement of the cash dividends 
credited to the policies in the industrial department ? A. I have. 

Q. What is meant by the column headed fifteen-year dividend in 
this statement? A. The policy provides for a cash dividend after 
fifteen years and a cash dividend at the end of each fifth year there- 
of ter. The first column represents the fifteen year dividend. 
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Q. The second column headed five-year dividend represents what? 
A. Dividends paid at the end of five-year periods thereafter. 
Q. The total amount of such five-year dividends ? A. Yes. 
Q. Paid in the year opposite which the amount appears? 
A. Yes. 

MR. HUGHES.— I offer that table in evidence. 
Paper marked " Exhibit 690. 



9f 



Mr. Hughes reads " Exhibit 690 " as follows : 
Cash Dividend, Industrial. 

Fifteen year Five-year 

Year Dividend. Dividend. 

1900 $345,602 58 $22,534 61 

1901 355,532 77 18,260 44 

1902 394,903 17 22,878 35 

1903 442,828 94 33,991 38 

1904 504,426 46 47,887 34 

Q. Now, this statement that you have just handed me shows the 
premiums received on industrial policies in the years 1900 to 1904 
inclusive, the death claims paid, the surrender values paid, the divi- 
dends paid or credited ? A. Paid. 

Q. Paid, with the policies? A. Those include the additional 
benefits as well as the cash dividends ; the cash dividends are paid 
on the policies still in existence. 

Q. Well, they are credited, are they not? A. Yes, credited to the 
policies each year as paid out during the year. Those are paid in 
cash. 

Q. Those dividends that you refer to after fifteen years and at 
each period of five years thereafter are payable in cash if the pol- 
icyholder desires to take them ? A. Yes, they are paid in cash. 

Q. And the amounts of such payments are included in the total 
of dividends here stated ? A. Yes. 

Q. And then in the final column you have the total payment to 
policyholders? A. Yes. 

MR. HUGHES.— I offer the table in evidence. 
Paper marked "Exhibit 691." 

MR. HUGHES.— From this table it appears that in the 
year 1900 the amount received in premiums on industrial 
policies was $17,507,655.55 ; and in that year there was 
was paid in all, to policyholders, $6,313,344.71 ; that 
amount being distributed as follows: Death claims, 
$5,559,105.43 ; surrender values, $320,449.65 ; in dividends, 
$433,789.64. 
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In the last year on the statement, 1904, it appears that 
the premiums received on industrial policies amounted to 
$26,943,891.14. and that the total paid to policyholders 
was $9,884,461.09, consisting of death claims, $8,637,287.00 ; 
surrender values, $596,680.00 ; dividends to policyholders, 
$650,493.00. 

In the five years, 1900 to 1904, inclusive, the total amount 
of premiums received is $110,449,373.12 ; the total amount 
paid to policyholders is $39,240,948.52, of which $34,598,- 
637.97 was paid upon death claims,$ 2,046,739.01 for sur- 
render values and $2,595,571.54 for dividends to policy- 
holders. 
Q. There is also a statement of the amount included in surrender 
values, for cash surrender value ; what is meant by that ? A. The 
total item, surrenders values, includes the values of paid up policies 
as well as surrender value paid in cash. 

Q. Well, do you mean that you include in the total payments to 
policyholders the amount of the value of paid up insurance upon 
which no moneys have been paid? A. Yes, that goes right into our 
reserve. 

Q. Yes, but you have got a great deal that goes into your reserve 
which you do not schedule as paid to policyholders. A. Well, that 
is the requirement of all the state departments. 

Q. Do you not include in your statement of outstanding insurance 
your paid up policies ? A. Yes. 

Q. And you have your reserve against those as you do against 
your other policies ? A. Yes. 

Q. But when you are making up a statement of the payments 
you have made to policyholders you do not include insurance policies 
upon which, in fact, you have made no payment, do you ? A. We 
follow the requirement of the state departments and the amount of 
money we transfer from our reserve as single premiums for insur- 
ance goes under the head of payments to policyholders. We have 
no control over that item. 

Q. Then of the $2,046,739.01, which is stated here as surrender 
values and included in the total of payments to policyholders, how 
much was actually paid in cash during the years 1900 to 1904 inclu- 
sive? A. A little more than $125,000. 

Q. Give me the exact amount if you can add it rapidly ? A. 
$145,947.74. 

Q. And the residue of about $1,900,000, included under the head 
of surrender value, is simply in the shape of paid up insurance ? A. 
Yes. 
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Q. What amount of the $2,595,571.54, the total of dividends to 
policyholders and included in the total payments to policyholders, 
consists of reversionary additions to policies and not paid in cash ? 
A* That is all cash. 

Q. Included in death claims paid you apparently have certain an- 
nuities? A. Yes. 

Q. What are those annuities ? A. They are in the form of sick 
benefits ; the company for one or two years of its existence at the 
outset issued a few sick benefit policies upon which it is still paying 
annuities. 

Q. Well, those are actual cash payments ? A. Those are actual 
cash payments. 

Q. Included in the claim ? A. Yes. 

Q. I should like to have you take the "Blue Book" and tell me 
with approximate accuracy what is the total amount that has been 
paid to your company in premiums by policyholders since its or- 
ganization—I figure it about two hundred and eighty-seven millions 
roughly. A. If I come as near as that — 

Q. Oh, yes ; if you get within a million dollars of it it will be sat- 
isfactory. A. What is it you make it? 

Q. I figure it very roughly at about two hundred and eighty-seven 
million dollars. A. About two hundred and eighty-seven million 
dollars. 

Q. Now, during the period that your company has been in busi- 
ness, what amount is the aggregate of its payments to policyholders, 
including death claims, endowments, surrender values and dividends 
—all payments ? A. About ninety-two million dollars. 

Q. Now, during the same period, what has the company received 
approximately in its ^earnings or interest upon investments or in- 
come apart from the premiums paid by policyholders? A. About 
nineteen and a half million dollars. 

Q. And what has been the total of its expenses, that is, its dis- 
bursements exclusive of the amount paid to policyholders during its 
history ? A. About one hundred and thirty million dollars. 

Q. And what were the assets of the company at the end of 1904 ? 
A. $80,511,955. 

Q. And against those assets what amount represented its liabili- 
ties at that time including its reserve to meet policies in force? 
A. $75,187,108. 

Q. These approximate amounts you have given to show the in- 
come payments by the company here from the period of the com- 
pany's organization to the end of 1904 ? A. Yes. 

Q. What amount of the present surplus of $13,324,847 do you cal- 
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culate is held to meet dividends upon policies in force ? A* Well, 
something over 90 per cent. 

Q. Something over 90 per cent. ? A. Yes— that is, I should say 
eleven millions ; two millions of that was capital stock. 

Q. Is that $13,000,000, the entire amount of your surplus? 
A. Including the capital stock, yes. 

Q. What is meant by the item in your report to the New York 
Insurance Department under date of December 31, 1904,among your 
liabilities "Special reserve $13,711,. 22"? A. That is divided in 
our account into two parts. One part is made up of $1,000,000 and 
the other part of $2,711, 122. The $1,000,000 was set aside at differ- 
ent periods to provide for what seemed to us a fund— to provide a 
fund for what seemed to us should be the difference, perhaps, be- 
tween the reserve we actually hold according to the requirements 
of the State Department, and especially of our own State, New Jer- 
sey, and the reserve that might be necessary if we were compelled 
to value upon our own experience basis. At that time it was 
thought sufficient to cover all the difference. The other item of 
$2,711,122 represents really the difference between our liability in 
the State of Massachusetts and our reserve liability in the State of 
New Jersey or of New York. 

Q. What is the occasion for that difference ? A. The method of 
valuing industrial policies is different in Massachusetts from the 
method in the State of New York or in New Jersey. 

Q. What is the difference between the two methods of valuation 
of industrial policies ? A. Well, it amounts in effect our having to 
hold a reserve on our industrial policies in Massachusetts as if they 
were half a year older than in New Jersey or New York. 

Q. In other words, you take the age as of the time — A. In 
Massachusetts we take the age at issue. 

Q. In New York ? A. In New York we take the age next birth- 
day, which is a half age older. 

Q. And that makes the valuation in Massachusetts $2,700,000 in 
excess of the valuation in New York and New Jersey ? A. No, that 
item would really favor Massachusetts a little bit because they al- 
low us to take a half age younger, but they assume at the end of the 
first year the policy is a half a year old and in the state of New York 
we start at the end of a half year to value our policies. 

Q. And the net result ? A. The net result is the main item of 
difference. 

Q. Does that account for the whole of the $2,700,000 ? A. Yes ; 
because through the history of these policies the Massachusetts pol- 
icies are assumed to have been half a year longer in force. 
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Q. And the other $1,000,000 included in the special reserve is es- 
tablished by your company because of the higher rate of mortality 
according to your experience of that upon which you have cal- 
culated in establishing legal reserve ? A* Yes. 

Q. Now, the fact is that you collect enough from your policyhold- 
ers to pay out for what dividends may be required and to meet all 
claims and increase your surplus ? A. Yes. 

Q. So that while you theoretically say that 90 per cent of the 
surplus on hand awaits apportionment in dividends, as a matter of 
fact you are constantly collecting enough to take care of all your 
apportionment of dividends and of all your claims and leave you at 
the end of each year with a larger surplus than you had the year 
before? A. As the business grows that is necessary. If we should 
stop doing business you understand, of course, this fund would 
gradually grow out again. We must be ready for it. 

Q. Take, for example, your situation in the year— at the end of 
the year 1897 you had then a surplus of $5,240,119. ' Between that 
time and the present you have made total payments to policy- 
holders of about $60,000,000— between 1897 and 1905 ? A. Yes. 

Q. And yet at the end of 1904 you have thirteen million surplus ; 
so that during this period while you have been paying such large 
amounta to your policy-holders on claims and in dividends you have 
more than doubled your surplus after deducting the special re- 
serve? A. Yes. 

Q. The result is that you are receiving in dividends amounts 
largely in excess of the immediate necessities of your company, 
taking into consideration the annual requirements for claims and 
apportionment of dividends, and that excess is represented by 
your growing surplus? A. Yes; but, Mr. Hughes, may I make a 
little statement there ? 

Q. Yes. A. Industrial insurance in this company is yet less— is 
no more — ^than thirty years old, and it has not had, of course, the 
vast experience of what is called ordinary insurance. It is still to a 
certain extent somewhat of an experiment. We have years of 
issue on which the company today is paying in death claims as 
much as it is receiving in premiums. That, of course, is to be ex- 
pected, but is provided for in the reserve ; but it was freely pre- 
dicted when industrial insurance was started that it never could 
carry itself. It is yet somewhat of an experiment, and the Pru- 
dential up to this time has felt that it is feeling its way yet It 
has not even rounded out a generation, and it was felt necessary to 
accumulate this fund which we are preparing to give out, so that, as 
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I have said already, to the policy-holders actually on our books to- 
day we expect to give out almost all of this surplus. 

Q. Well, the policy-holders on your books last year will fare pro- 
portionately as well as the policy-holders on your books this year? 
A. Yes. 

Q. And you paid out last year in dividends $650,493 ? A. Indus- 
trial dividends. 

Q. On industrial dividends. That represented the entire amount 
that your industrial policyholders were, according to your methods, 
entitled to share in the surplus ? A. Yes. 

Q. For that year ? A. Yes. 

Q. Now, if you take the entire amount of your business, that is 
the ordinary department and the intermediate department as well 
as the industrial department, the entire amount paid in dividends 
last year was about $885,000 ? A. Yes. 

Q. But you took in in that gross amount of your premiums some 
$41,000,000? A. Yes. 

Q. And your total disbursements to policyholders were some 
813,000,000, so that you took in more than enough to allow for 
what would be distributable according to your method and enable 
you to increase your surplus over $3,000,000 in one year ? A. Yes, 
Mr. Hughes ; may I add a note here ? 

*. Q. Certainly. A. In reading sometime ago the record of pre- 
'iniums and expenses and claims and so on, it seems to me there 
* should be read into the record at the same time the fact that during 
five years— that was the period you first included— the company 
has added, I think, more than forty-one millions to its liabilities in 
the form of policy reserves, that is put to the credit of policy- 
holders. I think that should go in where you are speaking about 
payments to policyholders. 

Q. I in effect stated that, because I stated the total amount of 
your assets and the total amount of your surplus ; the rest will be 
the difference, but I will put it in in that form ; I will state that 
now, that at the end of 1904 the assets of your company amounted 
to $88,511,950 ; your liabilities including the reserve against your 
outstanding insurance amounted to $75,187,108 and the surplus, 
$13,324,847. A. You have read that before, but in connection with 
the five year payment you did not mention the fact that we had 
added about $41,000,000 to our reserve. 

Q. During the five years? A. Yes. That was not read in at 
that point. 

Q. Now, in this you have called attention to the result of the last 
five years. I wish you would tell me what amount of industrial 
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business, industrial insurance, has been written as new insurance in 
the years 1900 to 1904, inclusive, approximately. A. Industrial in- 
surance ? 

Q. Yes. A. The total amount issued in the five years, 1900 to 
1904, inclusive, was $864,944,290. 

Q. Now, during that period the net amount of your outstanding 
insurance, comparing the amount outstanding on December 31st, 
1899, with that outstanding on December 31st, 1904, in the indus- 
trial department was how much ? A. You want the increase ? 

Q. Increase? A. $286,952,982. 

Q. In other words, during the last five years you have put on your 
books $864,000,000 of industrial insurance, but your net income has 
been only $286,000 ? A. Yes. 

Q. In your ordinary department, however, you have during the 
same period put on your books how much ? A. The total amount 
issued by the ordinary department in the same five years was $426,- 
485,286. 

Q. And the net increase of insurance comparing December 31st, 
1899, with December 31st, 1904, is how much? A. $267,578,540. 

Q. So you wrote nearly twice as much industrial business as ordi- 
dinary business in that period ; your net increase in the industrial 
business was only a trifle more than your net increase in your ordi- 
nary business ? A. Yes, sir. 

Q. Which would indicate that the industrial business was onl||[ 
about half as persistent as your ordinary business? A. Yes, on th«^ 
total. 

Q. Now, taking your company as a going concern, and drawing 
an inference from its experience from 1876 to 1904, inclusive, it 
would appear that the policyholders have received up to date, that 
is up to December 31st, a little less than one-third the amount they 
have paid in? A. I can not say exactly as to that. 

Q. Well, you said they paid in in all about $287,000,000, and there 
had been paid out in all about $92,000,000 ? A. Yes, and they have 
to their credit $75,000,000 ? 

Q. We are looking at it as a going concern, because if you take 
any particular period of this twenty-eight years and take the re- 
ceipts and disbursements to policyholders, we will find about 
the same ratio, will we not ? A. Not if it is worked out to the end. 
I should think not. 

Q. Well, if there is an end ; but you take the man who is coming 
into your company now— what he will put in — I do not mean a single 
man ; the men — the total of your present policyholders, and the 
amount which they will contribute and the amount which they will 
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ultimately have paid to them at one time, treated as a class, will be 
in the neighborhood of about one-third ? A. No ; I should think it 
would be much more than one-third. 

Q. You do not think, then, that it is fair to take the entire 
amount that has been received by your company during the period 
of twenty-eight years, and the entire amount that has been paid to 
policyholders during that same period of twenty-eight years, in or- 
der to draw an inference as to what proportion of the premium re- 
ceipts has ultimately returned to policyholders ? A. Why, no ; I 
certainly do not 

Q. Will you explain why not? A. If you could imagine a com- 
pany, we will say a hundred years old, which had completed a great 
many thousands — millions, we will say — of policies, completed the 
entire record, and assumed that the company had stopped increas- 
ing, as all companies must some time, if you could follow that dur- 
ing an even period or of a certain time, you can see — ^we can all see 
— ^that it could not be in this ratio, because the older policies in 
their due proportion of the total, and they would be receiving 
more in claims than they were paid in premiums. 

Q. You mean those that existed at that particular time? A. 
Yes. 

Q. But if you take a period of years during which we have a 
number of policyholders paying money to the company and try to 
ascertain how much of that money comes back to this number of 
policyholders upon an average, do you think it will show while the 
company is a growing concern, more than one-third? A. It de- 
pends on how rapidly the company grows. Of course it would de- 
pend upon what percentage of the total policyholders on the com- 
pany's books were old policyholders, and what percentage were 
new. Of course the Prudential, as you know, has grown very 
rapidly. 

Q. What effect would that rapid growth have ? A. It would tend 
to have upon the company's books a great many policyholders who 
had not reached a high death rate yet, and who were paying in 
naturally as policyholders do at the outset of their contract much 
more than comes back to them. 

Q. And to the extent that the business of a certain class goes off 
the books at an early period, the policyholders of that class get a 
less return? A. Yes, necessarily. 

Q. And, as in the industrial business a very large percentage of 
the business is non-persisting, the industrial policyholders get a 
smaller return on the average than the holders of ordinary policies 
who persist longer? A. Yes, they do. 
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Q. A very much smaller return, do they not ? A. Yes. 

Q. If you were to take any of the large companies doing an or- 
dinary insurance business and were to take a period of years and 
compare the amounts paid in by policyholders in premiums, and 
the amount during the same period received by the policyholders or 
their beneficiaries in the payment of death claims and dividends, 
you would find that the policyholders had received a very much 
larger percentage of the premium income than in the case of the 
Prudential, would you not? A. You refer to ordinary? 

Q. Yes, ordinary policyholders ? A, Yes. 

Q. Well, why is that so ? A. You have named one reason ; it is the 
fact that our industrial policyholders do not persist, and they pay a 
short time before the death rate increases and before they reach 
surrender value. Another reason is, which I think has been ex- 
plained, the expense rate is necessarily higher for an industrial com- 
pany depending upon the very nature of the business. 

Q. Now, you take, for example, your neighbor, the Mutual Benefit 
of New Jersey, and you take a period of some thirty years, say from 
1875 to the end of 1904, and the total amount of premium income 
during that period appears to be approximately how much? A. 
You said thirty years ? 

Q. Yes. A. I make it about $196,000,000. 

Q. One hundred and ninety-six millions. And during that time 
they have paid to their policyholders in claims and dividends and 
other ways a total of about how much ? A. I should think some- 
where around one hundred and five or a hundred and six. 

Q. One hundred and five or a hundred and six millions. It is 
suggested to me that that is the case of a very old company ; but 
what would you say was the reason for the fact that during thirty 
years they get in $190,000,000, and pay their policyholders 
$105,000,000 or $106,000,000, and the Prudential in the same period 
gets in $287,000,000, and pays its policyholders $92,000,000? A. 
Well, two very important reasons would be these : First, the com- 
pany has grown, as compared with the Prudential, very much less ; 
for example, its total premium income in 1904 was considerably less 
than three times its total premium income at the beginning of that 
period, 1875, whereas the Prudential's has gone up, you might say 
an infinite number of times. 

Q. Then rapid growth does not benefit the policyholders? A. 
Not temporarily. If you analyze any one policy account you would 
find it would come out all right. 

Q. If he lives long enough ? A. Yes. You must see that point. 
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Mr. Hughes, that a rapidly growing company has this great mass 
of new business on its books. 

Q. And the new business pays more proportionately ? A. To the 
company ? 

Q. To the company. A. Yes. 

Q. Hence the more new business there is on the books the greater 
proportion of policyholders who are paying more than the average 
cost, we might say? A. Yes ; but that does not affect the fact that 
they are just as likely to come out better than that would indicate^ 
if you allow them to go over their proper period of time. 

Q. Unless we take a sufficiently long period? A. Yes. 

Q. Twenty-five or thirty years, which will enable us to find oat 
how the thing will work out on the average ? A. Yes. 

Q. And that was my intention. Now, lest it may be said to sug- 
gest an unfair inference, by taking an old company, and a long 
established -company, let us take the Mutual Company of New 
York ; let us take the period of the last thirty years? A. About 
$860,000,000. 

Q. That is the total premium income for what period? A. For 
thirty years. 

Q. Thirty years last past ? A. Yes. 

Q. Now, if you will take the total paid the policyholders, paid by 
the Mutual in that time, including claims and dividends ? A. Some- 
where around $560,000,000. 

Q. Five hundred and sixty million. So the ratio in your com- 
pany is as 92 to 287, and in the case of the Mutual Benefit, is as 105 
is to 190, and in the case of the Mutual, as 56 is to 86. A. Now, 
Mr. Hughes, the Mutual Life received, in 1904, less than four times 
the premiums it received in 1875. It seems to me— 

Q. It has not grown fast enough ? A. That has not grown as fast 
as the Prudential. 

Q. Take the New York Life and see whether that has grown— or 
has any company grown as fast as yours ? A. Well, there is no 
company that started just at the same time. It does seem to me 
any comparison, if you are going to bring those figures one against 
the other, is fair. 

Q. It is incomparable? A. Yes. 

Q. Well, there is enough elicited to make the point I have in 
mind, and it is this. You have grown so rapidly that there is a 
great amount of new business on your books ? A. Yes. 

Q. Now, that rapid growth is largely in your industrial depart- 
ment? A. Both departments. 

Q. Well, it is more conspicuous in the industrial department, is it 
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not ? A, The industrial department is ten years older, and the or- 
dinary department is about ten years old. Of course, it has grown 
very rapidly, too, both departments have. 

Q. You have in the last five years put something like $864,000,000 
of new business on your industrial department books ? A. Yes. 

Q. And that would seem to be a growth rapid enough to suit any- 
one ; and putting that amount of new business on your industrial 
books, you have had, during that period, a great army of policy- 
holders who were paying flat rates, compared with the amount of 
insurance benefits, that were heavier than those that would be paid 
by older policyholders ? A. Yes. 

Q. And that business has not persisted ; it has gone off the books 
very rapidly? A. Yes, sir. 

Q. So that you have been consequently in receipt of a much 
larger amount from your policyholders proportionately, by reason 
of your industrial business, than an old line company in the ordinary 
business would receive from its policyholders ? A. Yes. 

Q. And you have received proportionately from your industrial 
policyholders a larger amount than an old-line company in its or- 
dinary business would receive as compared with the amount dis- 
tributed annually to policyholders? A. Yes. 

Q. So that we have, as I understood you, two explanations ; first, 
the rapidity of the growth and the great amount of new business on 
your books ; and secondly : the fact that so much of it lapses. A. 
Yes. 

Q. That is, the policyholders do not stay in long enough to get 
the advantage of continued connection with the company and of the 
enlarged benefit? A. Yes ; that is one factor. 

Q. Now, something was said yesterday by Senator Dryden as to 
the great loss to the company that accrued through the lapsing of 
policies. Of course, it would be a great deal better for your com- 
pany if these policyholders would continue to make their payments, 
would it not? A. Yes. 

Q. If they did continue to make their payments you would reduce 
their premiums? A. Yes. 

Q. If they did continue to make the payments at the present 
scale of charge and they persisted, you would have more money 
than you could possibly handle? A. We would have much heavier 
assets. 

Q. So that it is obviously a loss to the company when men do not 
continue to pay premiums which have been based upon an expecta- 
tion which is not substantially exceeded by the company? A. Yes. 

Q. It gets less money ? A. Yes. 
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Q. But looking at the position now of the policyholder who 
lapses he, of course, is in a position where he has lost all that he 
has put in, is he not, if he lapses during the first three years in the 
industrial line ? A. Well, he has had protection. 

Q. Yes, he has had protection ; but, of course, each individual 
can say I pay so much to be protected for three years, as I will pay 
so much to have my house insured for a certain time, and if his 
house does not bum down he has had the protection and to a certain 
extent the equivalent of his money ; but when you look at the mat- 
ter as a going thing with a certain maintained average of people 
who go in expecting to receive benefits, or to continue so, they will 
ultimately get benefits, and that a certain number do not persist, 
you come to the conclusion that there is a very large waste from 
the policyholders^ standpoint, do you not ? A, Yes. 

Q. And that is illustrated by the fact, as I understood the testi- 
mony yesterday, about two-thirds of your industrial policyholders, 
in fact, get no money back because they lapse before they are en- 
titled to anything? A. Two-thirds of those who enter? 

Q. Yes. A. Yes. 

Q. Now, what is the number of your industrial policyholders? 
A. Our total number of industrial policyholders at the end of 1904 
was 5,642,335. 

Q. That is the number of outstanding policies in the Industrial 
Department? A. Yes. 

Q. And would it be fair to assume that it is one policy, one per- 
son ? A. No, about thirteen policies to ten persons. 

Q. Thirteen to ten ; so you make the total persons carrying indus- 
trial insurance in your company about how much? A. Nearly 
eighty per cent, of that number, somewhere around four million 
five hundred thousand. 

MR. COX."-5,100,000. 

Q. Mr. Cox says 5,100,000. Do you want to figure it up ? A. 
Well, it does not make any difference to me. I estimated that num- 
ber. 

Q. Between four and one half and five millions of individual in- 
dustrial policyholders? A. Yes. 

Q. And it is pretty certain from the law of averages, that two- . 
thirds, or something over three millions of these people will never 
get any money from the Prudential ? A. Oh, no ; those are policies 
in force. It is two-thirds of the issue. 

Q. Yes, but those policies in force include how many that were 
issued in 1904 ? You are quite right in that, because you have 
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taken out those that have lapsed in the first year of issue? A. 
Yes. 

Q. And of those in force there will be a much larger percentage 
which will persist, those that are in force at the end of the year. 
That is quite evident. A. Yes. 

Q. Taking those that were added during the year 1904, you have 
a number of policies issued in that year of about one million five 
hundred and forty-seven thousand ? A. Industrial ? 
Q. Yes. A. Yes. 

Q. Something like one million three hundred thousand of persons 
Insured in the industrial line in that year. And, of course, to get 
the number of persons as to whom we could take the proportion of 
two-thirds, we would have to include all those who took policies in 
the Industrial Department in 1904 ? A. Yes. 

Q. Can you tell me what proportion of the 26,000,000 and upward 
of premiums paid in 1904, was paid in by policyholders in the Indus- 
trial Department who had received insurance in that year? A. In 
that calendar year? 

Q. Yes. A. I have not that item here. I have not that item 
with me, Mr. Hughes. 

SENATOR DRYDEN.— Mr. Johnston says they are 
about one million two hundred and fifty thousand. 

THE WITNESS.— I think he misunderstood the ques- 
tion. 

SENATOR DRYDEN.— Will you repeat the question, 
Mr. Hughes? 
Q. (Read by stenographer.) 

MR. FISKE.— Do you mean who took out the policies 
that year ? 
MR. HUGHES.— Yes. 
Q. In other words, I would like to know what amount of money 
was paid in on industrial insurance written in 1904, first, with the 
object, of course, of ascertaining later what amount of money was 
paid in by those who did not carry their insurance, and whose policies 
lapsed in the same year in which it was taken. A. Well, it was 
probably— I cannot— it is only a guess ; I have not the figures ; I 
should think somewhere about four million dollars. 

Q. That would be the amount that you think could fairly be said 
to have been paid in on the new insurance written in the Industrial 
Department, written in 1904 ? A. Paid in during that year. 

Q. And about on the calender year basis, about thirty-seven per 
cent, of the policies issued in that year would lapse before the end 
of that year ? 
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MR. LINDABURY.— Mr. Johnston says that cannot 
possibly be right. 

THE WITNESS.-! can get that figure for you, perhaps 
later in the day, but I have not it with me. 

Q. What is the average amount paid by the industrial policy- 
holders— what do they average? A. The average premium per 
week? 

Q. Yes. A. About ten cents. 

Q. About ten cents is the average? A. Yes, sir. 

Q. If you take the amount of policies issued in 1904, and have 
the average premium paid, multiply the one by the other, would 
you not get practically an average of the amount paid on the new 
business in that year? A. No ; those who come in and go out pay 
about six weeks' premium. Those who come in and stay until the 
end of the year pay about twenty-three weeks of premiums. 

MR. LINDABURY.— The assistant actuary says it is 
about $2,300,000. 

Q. $2,300,000. A. Well, he is familiar with those figures. 

Q. Well, put that down ; $2,300,000, that is the amount estimated 
to have been received in 1904 on industrial policies issued in that 
year? A. Yes. 

Q. And about 27 per cent, of those policies lapsed in 1904? A. 
Yes. 

Q. Will you tell me what amount is received within three policy 
years, from the policyholders in the industrial department, whose 
policies lapse during that period ? A. I have not those figures. 

Q. Those can be stated, I suppose ? A. Yes ; we could get that 
quite closely. 

Q. Senator Dryden remarked yesterday, in connection with the 
plan for transferring the control of the Prudential, that the ques- 
tion of further stock dividends might be raised. Is it the fact that 
the profits of your company were so great that the matter of ad- 
ditional dividends was imminent ? A. I know nothing about that. 
You know the— 

Q. But knowing the amount of money received by your company 
were you aware that it was possible for the company to increase the 
benefits to its policyholders ? A. It might be possible to increase 
them. I doubt whether I would say it would be safe to increase 
them. 

Q. And why would you doubt the wisdom of such a step ? A. As 
I said before, the business is really young yet, and up to the present 
time we have not felt we could increase our benefits to any higher 
point than they are at the present time. 
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Q. Take for example, the John Hancock, is that an older company 
than yours? A. Yes. 

Q. How much older ? A. I do not know exactly. 

MR. LINDABURY.-It is not in the industrial depart- 
ment? 

THE WITNESS.— It is not in the industrial business, 
but it is an older company, however. 

Q. It was incorporated in 1862, it appears, and it took up the in- 
dustrial business at about the same time— A. 1879, 1 think. 

Q. Or a little later than the Prudential. It appears from the 
Blue Book that your company in surrender and lapsed values al- 
lowed in 1904, 33.64 of the reserves and dividends released to sur- 
render and lapse, while the John Hancock allowed a percentage of 
83.83 per cent. What explanation will you make of that ? A. Mr. 
Hughes, I cannot make any positive explanation. I have an opin- 
ion about it 

Q. Well, state that. A. In my opinion it is blamable entirely on 
the gain and loss exhibit 

Q. In that respect does the gain and loss exhibit make an inaccur- 
ate showing ? A. The gain and loss exhibit includes certain items 
that are positive and known. All of those items could be found, I 
think, from a company's annual statement, most of them. It also 
includes a number of items that necessarily must be estimated. One 
of the items represents gain in mortality — 

Q. We are talking entirely about this matter of reserves and sur- 
renders. A. It seems to me that that item must have been forced 
on the John Hancock statement, because every company has to force 
at least one of its items in order to make that gain and loss exhibit 
come out right. 

Q. What item do you force ? A. We force our loading. 

Q. Why do you have to force an item to make it come out right? 
A Well, we know of no possible way to calculate the loading on a 
premium actually received by our company. When you think that 
we have over six millions of policies in force, coming into the com- 
pany at all times of the year and going out at all times of the year, 
and in the industrial the amounts are made to the even dollar, so 
that the loading very slightly— 

Q. You were interrupted. Go on. A. From that fact, that we 
have so many millions of policies, with the loadings varying on each 
amount, and especially on the industrial at each age, because we 
give amounts for even dollars, it is evident that without increasing 
our office force two or three hundred fold we cannot do anything 
more than to approximate the loading each year on our policies. 
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Q. Do you know your gain on mortality ? A. We know it prob- 
ably within a fraction of a per cent ; we know that quite closely. 

Q. Do you know your gain in surrender and lapse values? A. 
We know the gain that is required according to that gain and loss 
exhibit. We do not feel that we gain that much money. 

Q. Do you know actually the gain that is required to be stated by 
a comparison of released reserves with amounts paid? A. We 
worked that out quite closely. 

Q. You get that quite closely? A. Yes. 

Q. Do you know your investment gains ? A. Quite closely. 

Q. And you know the total amount of your gain at the end of the 
year according to the balance sheet? A. Yes. 

Q. And if there is only one item missing and that is the loading, 
a deduction of the total of the other items from the total of your 
gain must give that with absolute precision ? A. Well, may I speak 
a little further on that point? 

Q. Certainly. A. One of the questions to which we were asked 
to give an answer was the amount of forfeited reserves in 1904 
within the first three years of insurance. In the Prudential that 
amount was $2,000,000— $2,011,684. Of that amount $641,523 was 
in the industrial department and $1,370,161 in the ordinary. In 
the ordinary of that $1,370,000 about $1,060,000 came from policies 
in their second calendar year of insurance. Of these policies 60 
per cent., a little more than 60 per cent, lapsed during the first 
three months, January, February and March, of the calendar years. 
Now those pDlicyholders had paid, the great majority of them, had 
paid but one quarterly premium, and yet the company must put up 
the full mean reserve for the year. Now the gain and loss exhibit 
as we interpret it requires us to put down the amount of reserve 
released, and so that is accurate ; we have that reserve put up. Of 
course, in our statement we have a credit for the first premiums, 
which would account for part of that, but there is no such arrange- 
ment in the gain and loss exhibit ; it is the amount of reserves re- 
leased, and according to our idea we estimate about half of that 
amount is fictitious. 

Q. Do you keep in your own records or do you make up for 
your own purposes a gain and loss exhibit which does show how 
you are coming out annually ? A. We analyze our business. 

Q. You analyze your business? A. Yes. 

Q. Now, what different items do you take in making up an accur- 
ate gain and loss exhibit for analysis of your company's transactions 
for a year? A. Well, our ordinary method is to place on one side 
our premiums received which we divide according to our estimates 
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and calculations into years of issue ; also the interest on the reserve 
is in the credit In the other column we have our claims surrender 
values, dividends to policyholders, increase of reserve and expenses 
as our charges. Those are divided into the years of issue as our 
figures show. Some of those are partly estimated, but after years 
of long practice we feel we get them very closely. 

Q. As I understand you, this statement shows the results of poli- 
cies of each year of issue ? A. Yes, we try to work out the sepa- 
rate years. Of course, it is not absolutely accurate, but it is very 
close. 

Q. Does any department require that information of you ? A. 
No. 

Q. That is the information you need to know where you stand ? 
A. Yes. 

Q. As a matter of fact, does not the John Hancock pay larger 
surrender values than the Prudential? A. I am not aware of the 
fact that it pays larger. It may pay slightly larger, not enough 
larger to make that tremendous difference, I will say that. 

Q. Is it not under the law of Massachusetts compelled to give lar- 
ger surrender values on industrial policies than you give? A. It 
gives larger surrender values under that law, as I remember it, on 
endowment, but I did not know that they were considerably larger 
on the others. I cannot tell you that.absolutely. 

Q. What is the average benefit of an industrial insurance policy- 
holder in your company, that is, what is the average amount of in- 
surance per policy? A. About 120. 

Q. What proportion of your industrial business is on the adult 
table ? A. About two-thirds of our policies, 

Q. And is about one-third of your policies on the infantile table ? 
A. Yes. 

Q. Under the infantile table of rates the premium is limited to 
ten cents ? A. Yes. 

Q. What is the rate of lapse in child insurance as compared with 
the adult table ? A. There is very little difference. 

Q. The adult table begins with age ten ? A. Yes. 

Q. Taking adult ages, whether the insurance is on the adult 
tables or the infantile table, how does the rate of lapse compare 
with those for minors? A. Why, it is about the same. 

Q. There is not any striking difference then in the amount of 
lapse in the case of insurance on those under 21 ? A. No. 

Q. Have you recently increased the amount payable by your com- 
pany in surrender values ? A. Somewhat 

Q. Could you not properly pay to policyholders who lapse within 
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—or say after— five years some surrender value in cash? A. It 
would not seem to us that it would be properly paid, Mr. Hughes. 

Q. Why not? A. Because we believe that to work out the object 
of insurance business we should give paid up insurance, because 
there are temporary reasons which arise which would often make 
the industrial policyholders surrender for a very small amount of 
cash, because even if it was a very large percentage of their re- 
serve it is a small amount of cash. The whole insurance, it has 
always seemed to be better to me, for the welfare of the policy- 
holders, that we should not give surrender values until the need for 
insurance had perhaps passed away. 

Q. But that amount of insurance which persists for five years is 
fairly persistent after that time ? Would not the motive to surren- 
der for surrender value be lost practically after the policy had 
lasted for five years ? A. It does not seem to us that it would if it 
was an actual cash value. That is a matter of judgment. 

Q. Giving a cash surrender value after a policy has been in force 
for twenty years means a very small amount considering the 
amount of your insurance ? A. Yes. 

Q. Last year, for example, $75,000, the entire amount paid in 
cash surrender values. A. Of course, we have very few policies on 
our books that were 20 years or more old. We issued 20 years ago 
very few policies as compared with now. 

Q. You think they will increase as you go on ? A. Well, you can 
see how it has increased the last year. 

Q. What have you done in the Prudential within the last five 
years, during which time your surplus— well, we will say in the last 
four years, during which time your surplus has practically doubled, 
to liberalize rates to industrial policyholders or the benefits re- 
ceived, rather, for in that case your rates are fixed so much a week ; 
but what have you done to increase the benefits to policyholders 
since the beginning of 1901? A. We have not made any change in 
our industrial policies in that time, except, perhaps, in the ways of 
surrender values. We have made a practice of giving higher sur- 
render values in the form of paid-up insurance than we did before 
that time. 

Q. Have you made any enlargement of benefits in the ordinary 
department ? A. Within the last four years ? 

Q. Yes. A. No, I think not. Mr. Hughes, may I add to my last 
answer ? 

Q. Yes. A. I refer now to the industrial. We have made one 
change in our paid-up policies during the last four years. Any pol- 
icyholder who has been with us ten years or more and reaches age 
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80, by an annual vote of the Board of Directors receives a paid-up 
policy. Of course, the policy was a whole life policy, but that is 
one addition I wish to add there, that we now make them paid-up 
policies at age 80. 

Q. How long has that been in operation? A. I think two or 
three years. 

Q. The point is that your paid-up policy in the industrial insur- 
ance is now in effect a term policy ? A. No, it is a whole life 
policy. 

Q. What happens if he reaches age 80 ? A. At the present time 
his premium stops, although the contract would call for premiums 
until death. 

Q. I am talking of the paid-up policy. There are no premiums 
n the paid-up policy ? A. We give the insured a paid-up policy at 
age 80. 

Q. Then any policyholder who for ten years has been paying 
premiums and who arrives at age 80 can have a paid-up policy ? A. 
For the whole face amount of his policy. 

Q. For the face amount of his policy? A. Yes. 

Q. Now just translate that into figures. Suppose a person is in- 
sured at age 70 ; he pays 10 cents a week ? A. Yes. 

Q. Or $5.20 a year ? A. Yes. 

Q. And he keeps that insurance for ten years? A. Yes. 

Q. Thus paying $52.00 ? A. Yes. 

Q. Then you will give him a paid-up policy for how much ? A. 
$26. 

Q. Well, suppose he insured at age 60, at 10 cents a week, he has 
got to carry that for 20 years before he gets that paid-up policy? 
A. Yes. 

Q. And carrying it for twenty years, and paying $104 in the 
twenty years, he will then have a paid-up policy of how much ? A. 
Forty-four dollars. But, of course, you understand, Mr. Hughes, 
that in both those cases the great majority would have died and 
would have received the face of the policy before that time. 

Q. Yes, but we were talking about the additional benefit or 
change. A. Yes. Formerly it was a whole-life policy, and now it 
becomes a paid-up policy. 

Q. Formerly he would have a whole-life policy, and would not get 
any paid-up policy unless he lapsed, and then for a certain propor- 
tion? A. Yes. 

Q. Now the distinction is that when he gets to age eighty, he can 
get a paid-up policy for the face of his policy ? A Yes. 
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MR. LINDABURY.-If he lives to eighty-five. Formerly 

he had to pay five years more than he does now, if he 

lives to eighty-five. 

Q. As I understand it, under the form of policy, if it is lapsed 

after three years there will be a paid-up policy given upon the basis 

to which testimony was given yesterday? A. Yes. 

Q. Now, has that been changed in any way ; that is, your present 
scheme? A. Yes. 

Q. What is it precisely, that has been changed in the last few years 
with regard to paid-up policies ? You give a policy at age eighty to 
a man who has been ten years a policyholder, which previously you 
did not give ? A. Yes, we give a paid-up policy for the face amount 
of his insurance. 
Q. Well, what did you give before ? A. Something less than that. 
Q. Something less than the face amount of the insurance ? A. 
Yes. 

MR. HUGHES.-That is the point, is it not ? I do not 
understand that he has in either case to pay imtil he is 
eighty-five unless he wants to, although he could only get 
a paid-up policy before. 

MR. UNDABURY.- At eighty years he is entitled to a 
paid-up policy for the full amount, and saves the pay- 
ments for the rest of his life, whatever they may be. If he 
lives to be one hundred, he saves twenty annual premiums. 
MR. HUGHES.— In other words, if he quits at eighty, 
he gets a paid-up policy for the face of his policy ? 
MR. LINDABURY.— Yes. 
Q. I started a moment ago to ask you about sub-standard risks. 
In what department are they ? A. In the ordinary department. 

Q. Just state briefly what classes you do not take in your indus- 
trial department. It is there, is it not (handing book) ? A. This is 
the ordinary. 

Q. Can you tell me, without going into too many details, what 
classes you do not insure in your industrial department? A. We 
practically insure all classes in the industrial department. I 
believe saloonkeepers are rated up to a higher age, but we prac- 
tically insured all classes in that department, providing they pass 
the medical examination or inspection. 

Q. So that, with the exception of saloonkeepers, the industrial 
department is open to all. Does that include glassblowers and peo- 
ple in hazardous business ? A. Yes ; I think so. 

Q. Is it a fact that the rate is so high in the industrial department 
that it is not at all necessary for you to discriminate as to classes ? 
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A. We try to include — our rates are supposed to be high enough 
for the industrial classes generally. 

Q. Generally without discrimination ; gasmakers and stokers, are 
they allowed to come in? A. Yes. 

Q. Without an increase—that is, without putting them at a 
higher age ? A. Yes ; I believe so. 

Q. Annealers, iron and steel workers ? A. Yes. 

Q. But in the ordinary department you make a distinction, do you 
not? A. Yes. 

Q. Now, what classes are not allowed to be insured in the Ordin- 
ary department on ordinary terms? A. That would require a list — 

Q. Read those that you absolutely decline, the class that you ab- 
solutely decline in ordinary insurance. A. These are arranged 
alphabetically ; actresses, aeronauts, asbestos-makers, blasters, 
bleachery workers, circus employees, colormakers and mixers, dry 
process ; flint mill workers. Under the head of the glass 
industry: handlers of material, mixers. Under the head of 
hatmaking industry : fur-cutters, makers and sizers, hide-salters ; 
horse-trainers^ — ^horse-trainers a separate heading ; jockeys, lead- 
workers, liquor merchants and their employees, including saloons, 
distilleries, breweries, bottling works ; match-factory employees ; 
and in the pottery industry : dippers, flint-mill workers, ground- 
layers, mixers, scourers and sweepers ; raftsmen. Under the head 
of railroad employees: ash-pit men, tin-dippers and finishers; 
trench and well-diggers and excavators, construction-workers, turk- 
ish-bath employees, whitelead-makers, zinc and lead-workers. 

Q. All these can be insured in the Industrial classes without extra 
charge ? A. I think so. 

Q. Now, what class of people do you put in an intermediate 
department? Those that you have just mentioned, I understand, 
you do not insure at all in the Ordinary department ? A. No. 

Q. You won't take them on any terms? A. No. 

Q. Do you put them in in the Intermediate department ? A. No. 

Q. You do not take them at all except as industrials ? A. No. 

Q. And then what you do for other classes that are extra hazard- 
ous or sub-standard, you take in an Intermediate department ? A. 
Yes. 

Q. With special rates? A. Special rates. 

Q. Now, what are those, please ? A. Well, as a general rule, our 
Intermediate policyholders are all those who wish a five hundred 
dollar policy. We found that the expense of handling a five hun- 
dred dollar policy is as great as that of handling a ten thousand dol- 
lar policy in all the ofiice requirements, and to get it out ; we found 



Digitized by 



Google 



Exhibit 2 437 



we were losing money on our five hundred dollar policies at the old 
rate, so we issued an intermediate policy ; and we do take in the 
first place all those, and issue a five hundred dollar policy on each 
class as an average. Our experience shows a somewhat higher 
death rate than on our ordinary regular policy. We also take certain 
industries, like members of the pottery industry, and glass industry, 
and hatting industry ; I could not name just the details ; that is the 
general classification. 

Q. Do you take sub-standard risks that are sub-standard not with 
reference to occupation but to physical conditions or histories ? A. 
No, I think not Physical history — I beg pardon. Mr. Hughes, 
we do in certain cases ; where there is a family history of certain 
diseases we add a lien to the policy. 

Q. How do you determine that lien ? A. We have set rules for 
it 

Q. Can you state them briefly ? A. Well, as a rule, the lien is for 
three hundred dollars per one thousand dollars, passing off either in 
ten years or fifteen years, according to the nature of the case. If 
it passes off in ten years it goes off at the rate of thirty dollars a 
year ; if in fifteen years at the rate of twenty dollars a year. 

Q. Who determines the amount of the lien and when it shall pass 
off ? A. We have rules according to certain cases of family history ; 
I could not state those now. 

Q. This is not based upon the medical examination of the indi- 
vidual? A. Not at all. 

Q. Not at all on that? A. The individual must pass a first-class 
medical examination. 

Q. So that it is not an effort upon the part of the physician, and 
the actuary to gauge the individual chances with reference to his 
his own condition ? A. Not at all ; in the sense of the word as it is 
commonly used today, the Prudential does not issue policies on sub- 
standard lives ; that is, lives in themselves that would not pass the 
doctor. 

Q. Suppose you had a man whose great uncle had died of con- 
sumption, how would you determine the amount of the lien to put 
on his policy, assuming him to be physically sound? A. In that 
particular case, if he passed the examination, there would be no 
lien, but if you bring this further down— 

Q. Yes, instead of grand uncle he has an uncle? A. I was going 
down ; if you bring this further down, I cannot tell you all the de- 
tails of that. 

Q. It would make a difference if he had an uncle who died of con- 
sumption, or two grand aunts ? A. That probably would make no 



Digitized by 



Google 



488 ExhiMts 



difference. If a man's mother, we will say — I simply will give this 
as one illustration — if the applicant's mother or father had died of 
consumption, at some early age, say twenty-five, and the applicant 
had lived beyond that age, I think there might be a lien there. 

Q. How would you determine the lien? A. The amount of it 
would be $300. 

Q. Suppose an applicant had lived one year beyond the age, would 
the lien be greater than if he had lived five years ? A. No, the doc- 
tor would probably use their own judgment somewhat. 

Q. As a matter of fact there is not any way to determine just 
what lien there should be ? A. No, there is no absolute way of de- 
termining the lien any more than we can determine the expectation 
—the expected life of any one applicant that comes to us. They 
use their judgment. 

Q. In this case you have not any of the details to guard you? 
A. We have a great mass of data which we have arranged and stud- 
ied and tabulated. We have a special statistical department which 
furnishes data completely all over the world. We have the exper- 
ience of other companies, notably one or two English companies, 
and our decisions are based upon those. 

Q. You have data, of course, which will show to a practical cer- 
tainty how many men out of a hundred thousand will live fifty 
years, at the end of fifty years ? A. Yes. 

Q. Have you any data which will enable you to say how long a 
man will live who is aged twenty-five, whose mother died of con- 
sumption at the age of twenty, as compared with the man aged 
thirty, whose mother died of consumpnion at the age of twenty- 
three? A. Not absolutely, but we do have data somewhat like 
that. There is one company in England that has taken cases of the 
history of consumption in the family at various ages of entry, and 
they have found in those cases the expectation of life, we will say, 
is less by six years than in the normal case in their experience. 

Q. You do the best you can? A. We do the best we can to treat 
each one fairly there. 

Q. Do you have a uniform lien of $300? A. I am not sure; there 
are two hundred dollar liens. 

Q. There are $200 and $300 liens— are those all? A. Those are 
all. 

Q. Well then there is a practical uniformity in the lien ? A. Yes. 

Q. Not in the physical^history ? A. No; Mr. Hughes, may I add 
just one statement ? 

Q. Yes, certainly. A. I have this note. The increase in the 
Prudential surplus has been at a little more rapid rate the last two 
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or three years, perhaps four, than we can expect in one way. The 
mortality rate seems to vary over periods of years, and we have 
had a more favorable mortality rate than we really expect, we will 
say for the next four years. However, that does not affect it very 
much, but it is a fact we have noticed this slight improvement, 
which, in our experience, perhaps will not be maintained at this low 
rate. 

Q. Isn't there a pretty steady improvement in the mortality rate 
of the industrial classes in this country ? A. Not quite so rapid. 
We expected it to be somewhat higher. 



JOHN F. DRYDEN, resumed. 

BY MR. HUGHES. 

Q. Senator, I desire to have you explain a little more fully than 
you did yesterday your agency system. A. Yes, sir. Before we 
pass to that, will you allow me to make two minor corrections in 
my testimony of yesterday? In stating the members of the finance 
and executive committees, I omitted from the finance committee 
the name of Edward Kanouse, who is a member of that committee, 
and from the executive committee the name of Forrest F. Dryden, 
who is a member of that committee. 

The other correction, I think, possibly grew out of a misunder- 
standing of your question as to my having studied the system of in- 
dustrial insurance from a foreign standpoint. My understanding 
yesterday was that your question related to my having studied it in 
this country from the experience of foreign country companies 
here. The fact is that I went to Europe, to England, in 1876, at the 
instance of the Board of Directors of the Prudential Insurance 
Company, and studied the system there, and obtained a vast amount 
of data and very important blank forms, and a knowledge as to the 
system of accounts and conducting the business, and so forth. To 
that extent I studied it from a foreign standpoint. 

Q. Have you kept up your interest in foreign industrial methods? 
A. In a general way. 

Q. Has your attention been directed to the industrial experience 
or operations of the Australian Mutual Provident Life Insurance 
Company ? A. Not totally ; I have from time to time learned some- 
thing about it. I think they have sent us their literature. 

Q. Are you able to state whether their benefits are larger than 
yours? A. I am not, but Mr. Hoffman— can you state about that, 
Mr. Hoffman ? Mr. Hoffman is the statistician of the company. 
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MR. HOFFMAN.— They have just started about a year 
ago. 
BY MR. HUGHES. 

Q. I was informed after a careful study of industrial matters 
they had decided to give and were giving larger benefits than your 
company. I wanted to know whether you had any information 
upon that? A. That has been tried in this country, Mr. Hughes, by 
companies which have not been fortunate in their experience. 

Q. Can you give us some illustrations of those ? A. Well, I think 
most of the companies are out of existence that have attempted 
that ; some smaller companies ; I think no important companies. 

Q. As we have started on this line. Senator, you might explain 
at this point whether you do not think that the growth of your sur- 
plus would indicate that you could justly increase the benefits to 
the insured in your Industrial Department ? A. I should not like 
to do that at the present time. I want to say this, however, that 
we are giving this business at our oflftce the closest possible study 
that can be devoted to any business whatever. Every week there 
are meetings of the heads of departments and of divisions in the 
oflftce of the third vice president, at which often some higher of- 
ficer is present to consider and examine with the greatest minute- 
ness every detail of the business relating to the expenses of it, re- 
lating to the lapsed rate, relating to the cost of getting the busi- 
ness ; in fact, every feature of the business is gone into and re- 
ports are made by these young gentlemen at those meetings, cov- 
ering these matters. Now, there is not a single phase of this busi- 
ness that escapes our investigation and our careful consideration, 
and it will be the policy of the company so long as my voice prevails 
there to continue investigations of that kind and to liberalize our 
dealings with our policyholders from time to time as fast and as far 
as is in our judgment safe for us to do ; but, above all, we must 
keep this in mind that the one great essential is security. 

Q. And that has been in your mind during the entire period ? 
A. Yes. 

Q. Now, one matter which has elicited our attention here, upon 
which we should be very glad to know your views, is the apparent 
wastefulness of industrial insurance judged from the standpoint of 
the policyholder, in view of the large percentage of those who do 
not continue their policies? I understand perfectly the loss to your 
company through lapses, but what is your judgment with regard 
to the public policy of a system of insurance which takes from the 
very poor such large amounts of money for which they have no re- 
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turn ? A. I understand now your question is directed to the econ- 
omic feature from a public standpoint ? 

Q. Yes. A. I am very glad to speak upon that, Mr. Hughes. 
This system of industrial insurance is, in my mind, the greatest 
educator of thrift that has ever been introduced to the American 
public, and is continually operating in the direction of uplifting 
the laboring and working, industrial people as we call them, and 
inculcating in them a higher degree of self-respect. We insure a 
child today who is one year of age. From its cradle, therefore, 
that child is taught as soon as he can comprehend anything, to 
think of the value of insurance ; he is taught to value insurance as 
a protection to the family ; he is taught to look on it as something 
for which he should save ; and as he grows older and becomes a boy 
and a young man he takes out additional insurance ; and as he gets, 
perhaps, into a more fortunate position in life he takes the ordin- 
ary insurance ; and it develops that habit of thrift, that self-re- 
spect, that inclination to lift himself up to a higher plane such as 
I believe no single other force is exerting in America today. 

If we look into the statistics we find it in every direction. Take 
the question of pauper burials ; they have very greatly decreased 
since industrial insurance has been introduced into this country ; 
and if there is anything that is abhorrent to these poor people, it is 
the idea that their dead shall be taken to a pauper's grave ; they 
will make any sacrifice, and they will do anything that is honest 
and honorable to make provision against that fate, and if it is pos- 
sible for you, Mr. Hughes, to go with our agent and see how they 
view that and other things, you, I am sure, would need no further 
confirmation of my statement. Now, the agent becomes the ad- 
visor of the people ; it is surprising how much these people come 
to rely upon the agent for counsel. It is the truth that often the 
agent is the company to those people. It happens, I am sure, 
frequently, that if one of these people was asked offhand whether 
he is insured in the Metropolitan or the Prudential, he could not 
say, but he would know that John Smith was his agent. Now, 
these agents are constantly, in their weekly visits, teaching to these 
people the benefit of this system of thrift and protection, and I 
think there can be but one opinion of any system of business that 
uplifts a whole people, makes them more self-respecting, cultivates 
habits of thrift, encourages them to protect themselves against a 
pauper's burial— all that, I think, it must be admitted, that from a 
public standpoint it is a great beneficial economic force. 

Q. In speaking of thrift, you have in mind, of course, the habit of 
saving? A. Yes, sir. 
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Q. And, of course, the importance of saving depends upon the re- 
turns to the one who saves. There is not much use in putting 
money into a place from which you cannot get it ? A. I think, Mr. 
Hughes, that that should be— that that explanation of yours should 
be qualified or explained. It should be borne in mind that a very small 
percentage of those people would ever save the money which they 
pay for these industrial premiums at all, if they were not induced 
by the agents to insure, and thus save the money in that way. How 
would the money go ? The money would go — we know from exper- 
ience—every man knows from experience, it would go for small 
things which would be of no permanent or ultimate benefit to those 
people ; but putting their money into these policies teaches them to 
save, their mind is directed to the advantage of life insurance, and 
the man who takes out upon his life a hundred-dollar industrial pol- 
icy to-day, in five years has perhaps been induced to take an ordin- 
ary policy of a thousand dollars ; and so this work goes on all the 
time, and, as I have said, we see the effects of it in the result upon 
the public. 

Q. Of course, your reference is to that portion of your policies 
who continue such ? A. Largely so ; but, as was explained to you 
yesterday, these people come in and go out. Perhaps the first time 
a man insures he will insure because some friend of his has taken 
an agency in the company ; he don't care for it particularly, but he 
has done it to be a good fellow toward his friend. Perhaps the 
agent may leave or be transferred to another district, or for one 
reason or other he drops his policy, maybe after having paid five or 
six premiums. Now, later on in the year that man may take an- 
other policy, or renew the old one, perhaps, and go on, and perhaps 
he may drop his policy two or three times, possibly four times in 
the course of a year or two ; but that man's mind is different in its 
contemplation of insurance after having done this thing than it 
was before he did it, and the ultimate result and effect is that he, 
by and by, takes a policy, holds it, and continues the payment of the 
premiums, and continues his insurance. 

Q. That is largely conjecture, isn't it. Senator ? You don't know 
that he does that A. I have the testimony of our agents who are 
working in the field and tell me this. I have talked with agents, 
thousands of times abcut the different phases of the business, be- 
cause I wanted to know how it was among the people, not simply 
how it was in our oflftce, and they tell me these things, Mr. Hughes, 
and I believe them. 

Q. Of course, what started me on this line of inquiry was the fact 
that taking the number of instances or chances on the part of your 
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industrial policyholders it appeared that in about two-thirds of the 
chances, so to speak, there was no return. A. That would seem so 
from superficial observation. 

Q. Now, that is practically double the number that we find in or- 
dinary life insurance ; so the element of speculation is present to 
a much larger degree ; and that raises the question as to the 
economic value of the system. A. That is very regretable. I 
regret to say, unavoidable. But, with all that, bearing that all in 
mind, I still maintain my previous statement that in my opinion 
this is the greatest economic force for the poor people of America 
that exists in the country today. 

Q. You speak of the decline in pauper burials. Does the Pruden- 
tial pay undertakers? A. We pay very rarely and under very 
restricted conditions. This thing happens sometimes that a man is 
insured and dies ; his friends are removed, there is no one who will 
take enough interest in the case to look after it, and the under- 
taker buries him, and after a most thorough examination we 
sometimes pay small amounts to the undertaker. I have some fig- 
ures. 

Q. Did you ever pay the undertaker before the funeral ? A. No, 
sir ; I don't think so. 

Q. Is there an arrangement between your company and the 
undertaker that he will be paid ? A. No, sir. 

Q. Stories have reached us that sometimes the funeral does not 
go on until the undertaker has heard from the company that the 
insurance is all right ? A. There is this foundation for that state- 
ment. Since industrial insurance has become so extensive in this 
country the undertaker has ceased to be satisfied to look to the 
shopmates of the deceased who will pass the hat around among 
his associates to collect the funds to bury the dead. One of the 
first questions which the undertaker naturally asks for his own pro- 
tection is : Is there an industrial policy upon this man's life ? Is he 
insured ? In order that he may be paid for his funeral expenses he 
naturally inquires into that. I am told that if the family show a 
premium receipt in any well established industrial company with 
the premiums written up to date, that the undertaker asks no 
further questions, causes no further delay, goes out and performs 
the burial offices. Now, with reference to the payment of under- 
takers, I find that from the 1st of January to the 18th of November 
of this year, forty-six weeks, we paid 73,028 industrial claims 
amounting to $7,673,147. This was an average of $105.08 per 
claim. During that period we paid to undertakers 177 claims, 
amounting to $15,587.46, being an average of $88.06 per claim ; so 
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that out of $7,673,147, $15,587.46 only went to undertakers, and the 
average claim was $88.06 paid to undertakers as compared with 
$105.08 paid to the ordinary claimant. In other words the claims 
paid to undertakers are limited always to small amounts and under 
very restricted conditions, and after a careful examination — inves- 
tigation. 

Q. What are your rates of compensation to industrial agents ? 
A. We pay our agents 15 per cent, for collecting the weekly pre- 
miums and fifteen times upon the net increase in the weekly debit. 

Q. Is your system the same as that of the Metropolitan ? A. 
Substantially, I think. 

Q. Are your policyholders encouraged to make payments in ad- 
vance ? A. I think our agents try to keep them up, and possibly a 
week or two in advance if they can to prevent their lapsing. The 
agents do everything to prevent lapsing, because they have the 
strongest interest to do so. 

Q. In effect does the agent pay one week's premium himself? 
A. If he does, it is a violation of our rule. 

Q. I mean the first week ? A- It is a violation of our rule if he 
does it. 

Q. Doesn't he have to do it because you do not issue the policy 
until the next week after the application is taken ? A. No, sir ; not 
because of that. If he does it at all he does it in violation of our 
rule, and our rule is that the applicant shall be required to pay one 
week's premium as an evidence of good faith— one week's premium 
when the application is taken. 

Q. Yes, and as a matter of fact do you know whether the agents 
themselves pay that ? A. Well, we don't know it, but where thou- 
sands of agents are employed, I presume they do sometimes do it, 
but, if so, contrary to our rule and wishes ; we try to prevent it ; we 
do not want the agent to do it. 

Q. You think that they should be able to collect from the policy- 
holders before the policy is issued ? A. Precisely, because when 
the policyholder begins to have a money interest in his policy it is 
more of a hold upon us as an inducement for him to continue his 
insurance which we do everything to accomplish. 

Q. How many agents have you in the industrial department ? A. 
8,500, 1 think. I have some data here. The secretary says we 
have 8,500. 

Q. What responsibility has an agent in case of a lapse ? A. Let 
me explain that the term agent as included in that number is a 
technical term; it does not mean our agency force, which includes 
superintendents. 
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Q. You mean solicitors ? A. It means simply the solicitors. 

Q. You have agency superintendents? A. And assistant superin- 
tendents and inspectors. 

Q. Your total agency force would amount to how many? A. We 
have by this statement, which covers ten months of 1905, 8,582 
agents, 1,751 assistant superintendents of 223 superintendents. 

Q. Now, what is the responsibility of an agent in case of a lapse ? 
A. The responsibility upon him is to replace with another applica- 
tion a premium equal in amount to the one lapsed before he can get 
what we call the special salary which is fifteen times upon his in- 
crease. In other words, if I may illustrate it, supposing an agent 
has what is called a collectible debt technically — that is an amount 
of weekly premiums amounting, we will say, to $20 a week ; now let 
us say that he writes new applications this week upon which the 
weekly premium, the aggregate weekly premiums, if fifty cents ; but 
let us say that twenty cents in weekly premiums of old business pre- 
viously written lapses. Now, his net increase in weekly premiums 
would be thirty cents ; he gets for that increase fifteen times thirty 
cents, and not fifteen times the fifty cents, the whole amount that 
he has written. 

Q. Suppose an agent has written a policy which remains in force 
for five years and then lapses, would he be charged with that lapse ? 
A. I believe that is our practice, isn't it ? 

MR GRAY. — He would not be charged in that case be- 
cause the policyholder would apply for paid up insurance, 
and in order to insure receiving the paid up policy we 
hold the agent until that time, and then the agent is 
released. 

Q. You hold the agent until the paid up policy is applied for and 
issued? A. Yes, sir. 

Q. Now what do you hold the agent for? A. For what purpose ? 

Q. No, to what amount? A. The amount ? 

Q. Yes. A. Whatever the amount of lapsed premium is. Sup- 
posing an agent has a decrease in his debit, as happens sometimes — 
let us take the case supposed before. His debit is twenty dollars. 
Suppose he has the same lapse. Twenty cents in weekly premiums, 
and writes no new business, now his debit is $19.80. He will get 
no more special salary until he writes enough business to cover this 
lapse and has made an increase on the original twenty dollars a 
week. 

Q. So, until a paid-up policy is issued the agent is charged with 
the lapses to the extent that the premium on the policy lapsed is 
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deducted from the amount upon which his compensation is calcu- 
lated? 

A. Yes, sir. In other words, he must make a net increase in his 
weekly collectible premiums. And you wil) see the purpose of all 
this scheme is to bring to bear upon the agency force the strongest 
pressure to look after these policyholders and prevent these prac- 
tices. The company does everything in its power to keep these 
lapses down. 
BY MR. COX. 

Q. Is there not likelihood that that may lead to misrepresenta- 
tion on the part of the agents to hold those policies ? A. You mean 
to misrepresent to the policyholders? 

Q. Yes, sir. A. Well, I do not know. He naturally uses his per- 
suasive powers to keep his policies in, but I would not say that it 
would lead to any misrepresentation. You must bear in mind this 
agent has to meet these people every week. 

Q. Of course. On the other hand, he is dealing with an ignorant 
class in many cases, who are not able to read or think for them- 
selves and understand what the policy is. A. We are very careful 
in the selection of our agents, and are able to be so now much more 
than we were in the early days of the business. At that time the 
business was so much doubted by many people that it was difficult 
to get just the class of men to represent us that the company 
wanted. But we have raised that standard from year to year so 
that we now have a waiting list in many of our districts, and spec- 
ially to promotions to the office of assistant superintendent, or of 
superintendent. We appoint all our superintendents and assistant 
superintendents from the agency force, who have worked their way 
up and showed by their meritorious conduct and ability that they 
are competent to fill those positions. Now, there is held out be- 
fore these agents constantly the inducement to serve the company 
and the people faithfully, and to be as efficient and valuable as they 
can be. 

Q. Is it not possible for the agent to make some advances or 
practically pay the premiums himself to his own advantage, at least 
temporarily, in view of the contract that he has ? A. Of course, 
that is possible to a limited extent, but it could not go very far, for 
the reason that one of the important duties of the assistant superin- 
tendent is to go among the insured and examine the policyholders 
on every agent's books, to question them as to their treatment by 
the agent, to compare their premium receipt-books with the agent's 
book to see that they agree, and to state to these people how far 
and to what point the agent's collection book shows their policies to 
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be paid up, and he asks these people : " Your policy is paid up to 
such a date; is that your understanding? Have you paid this 
policy to such a date?" Now, while this deceit to which you have 
alluded might exist to a very limited extent for a week or two, per- 
haps, it could not go very far, because the assistant superintendent 
is right on the track of the agent and brings him face to face with 
the people. He does not go alone necessarily, unless he suspects 
something, but he goes with the agent, and there the agent and 
policyholder meet face to face. 

Q. How many agents are under the assistant superintendent? 
A. Every agent ; we have no agent who is not — 

Q. No— A. Oh, under each superintendent ? 

Q. Yes. A. Well, probably five or six on an average. 
BY MR. HUGHES. 

Q. You mentioned, I believe, 1,974 superintendents and assistant 
superintendents in all for 8,500 agents? A. 8,482 agents, 1,751 as- 
sistant superintendents and 223 superintendents. 

Q. Well, that would be about one assistant superintendent to five 
agents? A. Yes, sir. 

Q. That is a very large supervisory force, is it not? What is the 
occasion for that? A. To do just what I explained; to protect 
these people— these insured — against misrepresentation and wrong ; 
to see that the agent performs his duty ; that he visits these people 
regularly, and does not let their policies fall into arrears ; that he 
does not misrepresent the facts to them^ ; in other words, the as- 
sistant superintendent is there in the employ of the company to 
protect the policyholders. 

Q. And what does the assistant superintendent get ; does he have 
a salary or commissions? A. A salary; yes, sir. The assistant 
superintendents— this shows that the average earnings for ten 
months of this year for the assistant superintendents are $24.24 a 
week, made up as follows : 

His income from the industrial branch is $21.12 per week, and 
from the ordinary branch $3.12 per week. That is the average I 
am giving now. The superintendents, assistant superintendents 
and the agents are allowed to write ordinary business, as well as in- 
dustrial business. We find that that has a very beneficial effect in 
several directions. In the first place, it keeps our agents in our 
own company. Before we organized our ordinary branch, we found 
that our industrial agents were constantly coming in contact with 
people who wanted ordinary insurance. They had to take it to 
other companies. The result of that was that many of our best 
agents were seduced away from our employ ; that under the present 
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operation of permitting them to write for both branches, we keep 
them in our employ, which is desirable for everybody, the company 
and the policyholders. 

The second advantage, and an important one, is that it assists 
these employes in their income ; their income is larger by reason 
of being able to write ordinary insurance, and consequently we 
can get and hold a better class of men than we could if their income 
was smaller. 

Q. What is the average income of an agent? A. The average 
income of an agent for the ten months of this year referred to is 
$14.61. 
Q. A week? A. A week ; yes, sir. 

Q. And although your agent gets such a small amount per week, 
the entire cost to the company of your commissions and bonuses to 
agents on all kinds of insurance last year amounted to $7,812,000 ? 
A. That includes, I take it, both branches. 
Q. Yes? A. Both branches of insurance. 

Q. Now, you are, of course, aware that the agents regarded as 
a great hardship that they should be charged with lapses. That is 
constantly before you, I suppose? A. Oh, yes, Mr. Hughes. 

Q. It has been brought to the attention of the committee in a 
great many ways. A. We have heard that from the beginning. 

Q. Do yon make an agent who is substituted for an agent who 
leaves your company responsible for the business written by the 
latter ? A. I suppose the present rule is — it certainly was when I 
was more in the details of the business— he is allowed a certain time 
within which to examine his debit and see that the business in force 
on his books is real and bona fide, and is paid up. Is that the pres- 
ent rule? 

MR. GRAY.-Yes. 

THE WITNESS.— Yes, that is the present rule, and after 
that is ascertained he is then held for any lapses that oc- 
cur. In other words, we do not pay on new business, nor 
do we deduct for lapses direct. We pay on increase. Now, 
there must be an increase, or we do not pay any special 
salary. He gets his fifteen per cent, for collecting but we 
do not pay any salary unless there is an increase on his 
debit. 
Q. So that the business which comes in within a given year in 
the industrial department, and in the same year goes off the books, 
does not cost your company anything, except so far as it may repre- 
sent a net increase for that year over the year before ? A. Oh, it 

costs US- 
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Q. I mean for commissions for obtaining it? A. It costs us a 
great deal for that, for the reason that many agents leave our em- 
ploy, and lapses follow that, and they are made good by the successor, 
on the rule I have just stated, and consequently get nothing for 
that. 

Q. Take a concrete example. Suppose you have two hundred 
million dollars of industrial insurance written in the year 1901, and 
suppose you have for net increase in industrial business in the year 
1904 nothing. That is, at the end of the year you stand just where 
you did. Now, we will say that thirty-seven per cent, of this two 
hundred millions of business would lapse during the calendar year. 
On that thirty-seven per cent, that had lapsed you, in effect, pay 
nothing? A. No. 

Q. In the way of commissions ? A. Oh, we pay a great deal. If 
you will allow me to show you how. 

Q. Yes. A. The 37 per cent, which lapses has lapsed in the 
hands of only a fraction of our agency force. Another very large frac- 
tion of our agency force has continued to write business and to make 
increases, and upon that large fraction of our agency force which 
has so made increases we have to pay the fifteen times. The 37 
per cent, which has lapsed has been lapsed by agents who have gone 
out of the service of the company and upon whom we have no claim 
and from whom we can obtain no redress, therefore, it becomes a 
loss to the company. 

Q. But if my illustration fitted the facts and the aggregate busi- 
ness for the year showed no increase in the outstanding insurance 
at the end of the year as compared with the year before, then in the 
aggregate you would have paid no commissions for an increase dur- 
ing the year ? A. I am afraid I did not make my explanation clear 
to you. Of the agency force through which that lapse has taken 
place a very large percentage which was formerly in the employ of 
the company has gone out of the employ of the company and we 
have no redress from them; we cannot reclaim from them the spec- 
ial isaiary which we had paid to them to get this large amount of 
business which has lapsed. Now, if we should follow the illustra- 
tion which you have made, we would find upon investigation that 
the amount of lapsed business which went out of the company 
through these agents who had left the service of the company was 
very much more than the 37 per cent, which you have supposed. 
It would be, perhaps, 50 per cent, or even more than that. But a 
large contingent of the agency force has remained in the company 
and has continued to make increases from week to week and they 
have at least partially overcome this large lapse which was created 
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by the default of the agents who have gone out of the company 
Now, upon the increase which has been made by those who have 
persisted in the service of the company we have to pay the special 
commissions. 

Q. And then if an agent takes the"place of one of the agents who 
has left your employ, he will be charged with the lapses, but he 
will be allowed to get any commission on an increase of business ? 
A. After he has had an opportunity to examine the debit, as we call 
it, and have taken out of that debit any policies which are not in 
force, and which under the rule— 

Q. Do you allow him to take out of his debit when he goes in ? 
A. We do, yes, sir ; until he examines that business. Having done 
that, and it then having become his debit officially, we hold him 
then for any lapse. The compensation to him, the advantage to 
him which compensates him for being held for that debit is that he 
at once gets an established foundation for an agency which has been 
created by the work of his predecessors. He, therefore, has all the 
benefit which comes from the establishment of that debit, which has 
cost a great deal of time and hard work, and through that debit he 
is introduced to his constituents and their friends, and in that way. 
he is able to go through avenues through which he can get new 
business. Now, that is the compensation to him. From the com- 
pany standpoint the great object is as I have tried to make clear, and 
I want to make it as clear as possible, the great object is to protect 
the policyholders against neglect, so that their premiums will be 
looked after. 

Q. If you let the new man start afresh and take over the business 
which is currently paying and make that the basis of his collectible 
debit and charge him only for the lapses which subsequently occur 
while he is in charge, that is one thing ? A. Yes. 

Q. But if he has to take over the business as it existed in her 
hands of his predecessor, and in the same plight as his precedessot 
with regard to an increase, if it must be a net increase after a 
charge of lapses, that is a different thing. Which case is it? A. It 
is the former case, after a debit has been tested by him. 

THE CHAIRMAN.— The committee will take a recess 
until 2.30 o'clock sharp this afternoon. 



After recess. 
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JOHN K. GORE, resumed : 

BY MR. HUGHES. 

Q. I understand you desire to make some corrections in your 
testimony? A. The first correction is to state more accurately our 
practice concerning saloonkeepers, bartenders and persons engaged 
in the public sale of intoxicants. One rule is that they will not be 
insiured for more than two hundred and fifty dollars or thereabouts, 
and in all cases the age shall be rated up five years. Our instruc- 
tions there say : 

"The company does not wish any particular efforts 

made to get business of this class, but if applicants are 

taken, five years must be added to the actual age, and the 

amount of benefit for the higher age must be quoted. " 

The other point refers to the amount of lien. I said this morning 

I thought it was three hundred dollars and two hundred dollars. 

Instead of that it should be three hundred dollars and a hundred 

and fifty dollars. That is all. 

JOHN F. DRYDEN, resumed : 

MR. LINDABURY.— There are two errors in the official 
report of Senator Dryden's testimony that ought to be 
corrected. They are typographical errors, I think. Shall I 
point them out? 

MR. HUGHES.— In yesterday's hearing? 

MR. UNDABURY.-Yes. The first is page 8,733. The 
question was, " What dividends are paid upon the capital 
stock annually?" The answer was, "Ten million dollars 
annually." It should be ten per cent, annually. 

On page 8,778— this was an error of the Senator's, I think. 
He wishes to correct it. The question is," In how many do 
you do industrial business ? " referring to the States. His 
answer was," We do industrial in all the Eastern, Middle 
and Western States, and in the Border States along the 
South, but not in the Southern States." He wishes to change 
that a little. 

THE WITNESS.— Instead of saying in all the Western 
States, I would like to say in the Middle Western States. 

Mr. Hughes, this morning you asked me with reference 

to the Australian Provident Life Insurance Company and 

to its table of rates, calling attention to the fact that they 

were larger than the industrial company here. 

Q. You mean the benefit ? A* Yes. Since then the statistician 
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of the company, Mr. Hoffman, has informed that that is on account 
of the more favorable mortality of the population at large in Aus- 
tralia, as well, as shown by the experience of the life insurance com- 
panies of that country, that a long series of investigation has dem- 
onstrated that fact. 

Q. At the close of the morning session you were testifying with 
regard to the transactions with the agents of your company ? A. 
Yes. 
Q. Now, I have a letter here as follows : 

"We are not opposed to being charged with lapses 
on business written by ourselves, covering a period of 
twenty weeks, but when we are charged with lapses 
written by other agents, on business that is older than 
twenty weeks, we consider it a gross imposition, and we 
would like very much if you would have the matter 
thoroughly investigated. For instance, Agent John Smith 
insures John Doe, premium ten cents per week. John Doe 
carries said insurance for a period of five years. John 
Smith, agent, has left company's employ. James Johnson, 
present agent, collects the John Doe insurance. John Doe 
decided to discontinue his insurance. He has paid into 
the company in this time twenty-six dollars. Then John- 
son, agent, is charged with the loss of John Doe's business 
and is compelled to go out and write ten cents' new 
business, on which he receives no commission whatever, to 
cover the lapse of John Doe's insurance. Company is the 
gainer by John Doe's twenty-six dollars insurance, plus 
agent's one dollar and fifty cents commission, which 
amounts to $27.50, less commission paid to Agent John 
Smith, which is $1.50 and 15 per cent, commission paid to 
agent for collecting the same. Thus, you see that these 
lapses, which frequently occur, work to the detriment of 
the agent in the field, and to the benefit of the company at 
all times." 
Now, that is a sample of the letters received by the committee 
from agents, and without giving you the name of the agent who 
wrote this, I would be glad to have you state so we may all be in- 
formed just what the answer of the company is to the criticism. 
A. That is an old question, Mr. Hughes, which has been before the 
industrial companies of this country ever since they were organized. 
Our system for paying agents was essentially taken from that of 
the old Prudential of London, which was the first company in the 
world ever to make permanent and decided success in industrial 
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insurance. Conducted by men of the highest ability in this line of 
business, they evolved, after a good deal of experience and labor, 
the system upon which they have built up their business, and which 
we have, in substance, adopted in this country. We have had 
the questions before us thousands of times, but we have found no 
solution of it. We have found no way of relieving the agents other 
than they are now relieved by the rules of the company, in justice 
to the policyholders and with safety to the company itself. In my 
testimony this morning I endeavored to show that this system was 
devised primarily to protect the policyholders themselves, and cer- 
tainly to evolve a plan under which the companies could success- 
fully carry on the business. Now, it will be evident at a glance 
that if the industrial companies were to attempt to put into opera- 
tion the commission plan adopted by the ordinary companies, either 
the agents would starve to death in trying to get it established, or 
the companies would utterly fail to get any business at all. Sup- 
posing it were possible — or rather supposing the industrial compan- 
ies should adopt a scheme of paying the agents even 100 per cent, 
upon the first premium paid in, the agent could not possibly clothe 
himself from the money that he got out of it ; therefore the com- 
panies are forced to adopt some plan which shall be at once safe ; 
safe for the policyholders and remunerative to the agents ; and this 
plan of virtually advancing to the agent a sum of money based upon 
the amount of business he does contains the summation of all the 
wisdom that has been concentrated in the industrial companies. 

Q. If you have an assistant superintendent put over five agents 
can you through that supervision ascertain whether the lapses 
are the fault of the agent ? A. We could ascertain that probably to 
some extent, but I do not think that we could keep up the energy 
and interest olthe agent to the extent that we now do under our 
present system, and under any other system it would be but a very 
short time when we would not have agents to keep up the business. 

Q. What amount of money would you have to expend in addition 
to what you expend now if you did not charge the agents with 
lapses except those that had occurred, say, within twenty weeks of 
the date of the policy ? A. I do not think we could do business at all. 
In the first place would come the great neglect of the policyholders, 
which is a matter of the first importance. You will readily see, Mr. 
Hughes, that if the agent is to be relieved in case of a lapse after 
twenty weeks, that from that point on the agent has very little, if 
any, interest in inducing that policyholder to continue. What 
would be to the agent's pecuniary interest would be to let that 
policy lapse, to induce that policy to lapse, by neglect to cause that 
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policy to lapse, and after a short time to go around and write it 
again and get a new commission on it. 

Q. Because on the new business he would get more than on the 
fifteen per cent, renewal ? A. Yes. 

Q. But when a revival takes place, do you pay the agent any- 
thing ? A. It affects his income the same as though it were a new 
policy. We pay on the increase. Now a revival contributes to the 
increase just as if it were a new policy. 

MR. LINDABURY.— I don't know whether you noticed 
that the agent had this policy lapse during his own agency 
and not in the case of a predecessor? 

MR. HUGHES.— He put the case as originating in the 
case of a former agent and then lapsing while he had it. 

MR. LINDABURY— So it was his own fault if it was 
anybody's fault. 

Q. I suppose the ideal arrangement would be, so far as the agent 
is concerned, to charge him when he is at fault, but it is practically 
difficult for you to ascertain in that event ? A. Yes. 

Q. And you also have the question of the amount of money you 
can afford to pay ? A. Yes. 

Q. On the latter question I was asking if you could estimate the 
additional amount you would have to pay for your agents if they 
were not charged with lapses save in the case of lapse within 
twenty weeks ? A. I have not any data on which I can estimate 
that, but I will state from my general information and belief that 
it would be such an enormous sum of money we could not afford to 
do the business. 

Q. What amount of money do your superintendents get on the 
average ? A. Quoting from the paper from which I read this morn- 
ing I would say that the average income of the superintendents of 
our company for the ten months in 1905 was $95.55 per week, in- 
volving his income both from the industrial and ordinary branches. 

Q. What is the largest amount which any superintendent re- 
ceives? A. We have one superintendent who has been with us for 
nearly thirty years, over twenty-five years, I think certainly, who 
has now a weekly income of $531.24. He has the largest income of 
any man in our industrial agency service, and his contract is an old 
one which we put in operation when the company was first started, 
and which we abandoned long ago. But we have adopted the prin- 
ciple and the policy in our business of never canceling the contract 
of an employe so long as he is faithful to his duty and does his work 
properly. And if a man was fortunate enough twenty-five years 
ago to secure a liberal contract with us when it was very difficult to 
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write any business at all, and has continued in our service, we con- 
tinue that contract with him as a matter of good faitL 

Q. Who is this agent ? A, Peter Egenolf . 

Q. What is his district ? A. His present district is in New York, 
one of the New York agents. He started with us as an agent in 
Elizabeth, New Jersey, afterwards appointed superintendent of the 
Elizabeth district, and some years ago was transferred to New York, 
When he first started with us as a superintendent at Elizabeth his 
guaranteed salary was $11.54 a week, and in addition to that he re- 
ceived two times on the net increase in the debit in his district. 

Q. How many agents or superintendents have been getting ten 
thousand dollars a year or over ? A. I have a list here of all our 
superintendents— but not many. Running over this list, and with- 
out having made an accurate calculation, I find not over eight — 
possibly not over six ; some of them would come pretty close— which 
would make it not over eight 

Q. Is this compensation of Mr. Engenolf gross or net? A. Gross. 

Q. That is his gross income ? A. He has to pay rent and clerk 
hire and other expenses. 

Q. Have you separate agents in the ordinary department? A. 
Yes. 

Q. What do they receive ? A. I think they are paid in every in- 
stance, but six or seven, a commission, and their income depends up- 
on the amount of business that they write. There was, I think, six or 
seven who received in addition to their compensation a small guar- 
antee, all but one of the number that I have mentioned receiving a 
guarantee of thurty dollars per week in addition to theur commis- 
sions, one of them receiving a guarantee of twenty-five dollars a 
week in addition to his commissions. The reason that they received 
that guarantee, and in that respect are treated as the usual ordin- 
ary agent is that they were transferred from our industrial depart- 
ment to the ordinary branch, and it being so transferred they made 
a surrender of their interest in the industrial business, and we al- 
lowed them this small guarantee as a compensation for that 

^ A line of examination has been suggested which may show to 
what extent you benefit by the new insurance. According to the 
blue book, last year in the industrial department there were written 
about a million and a half of new policies. Those policies, in fact, 
were written by 8,500 agents? A. Yes. 

Q. Which would mean an average of about 176 policies per 
agent? A. Yes, sir. 

Q. With the average in payment ten cents a week, and $5.20 in 
the year, assuming that they lasted through the year, that would 
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mean, if that new business went through the year, the company 
would receive about $915.00 from the new business for each agent 
on the average ? A. Yes, sir. 

Q. Now, you have to support the agent, you have to provide for 
the supervision of the agent through what might be called his pro 
rata share of the assistant superintendent and the superintendent, 
and also lay something aside to meet the demands of the insurance; 
The net result is that in this industrial business to get the business 
so that you have any net increase or hold your own during the year 
you have to keep the agents down? A. Yes. 

Q. That is the actual result, isn't it ? A. Oh, yes ; we must have 
results from the agent, but we think that we pay a fair remunera- 
tion ; all that the business will justify, if that is the point of your 
inquiry. 

Q. The point of my inquiry is that the amount that you get in on 
the average from your 8,500 agents is such that it is absolutely 
necessary for you to keep the agents down to a low compensation? 
A. We have not been usually charged with paying too low a com- 
pensation for agents. That is one of the expenses which was some- 
times criticized. 

Q. And which comes in the aggregate to a very heavy amount 
per agent, he getting fifteen dollars a week ? A. Fourteen dollars 
and some cents, including what he makes out of the ordinary 
business. 

Q. But it is insepgU'able from the industrial business that the per- 
son insured should pay very high rates, and the person that writes 
the business get very low incomes ? A. Unfortunately, that is so 
in our business. The same principle obt^iins, as I think, prevails in 
every kind of business ; a man who can go to the railroad station 
and buy a fifty-trip ticket gets his ticket for less money than 
the man who has only enough to buy a single ticket one way ; it 
costs him more in every phase of life, unfortunately, but how can 
it be prevented? 

MR. COX. — The question is raised as to whether the bus- 
iness is worth doing if such a large percentage of it has to 
be consumed in getting it and doing it. 

MR. HUGHES.— And so many, if I may add, through 
their lapses, get nothing from it. 

THE WITNESS.— Well, looking at it from a theoretical 
standpoint, I am well aware that it has been criticised, and 
that there are very excellent persons who have raised that 
question, and I suppose will continue to raise it, but look 
at it from the standpoint of the workingman himself. 
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That is the point of view, Mr. Hughes, that we should con- 
sider it from. Isn't it worth something to him that the 
facilities for getting this insurance, even at the cost in- 
volved to him, are laid before him at his very door? Isn't 
it of some consequence to the public that we can offer this 
insurance to these people, and inculcate in them, as I said 
this morning, a feeling of self-respect, and enable them to 
protect themselves from a pauper's grave? That is the 
public's point of view, from which I think we should look 
at this question. 
BY MR. COX. 

Q. But such a small percentage of them are protected in that 
way? A. Through the lapses? 

Q. The records show that the most of them do lapse ? A. Many 
of them do lapse. The lapses are large; that is unfortunate, but we 
avail ourselves of every agency that we can conceive of to keep 
down the lapses, and I am glad to say that the lapses are steadily 
decreasing in percentage from year to year. I believe the time 
will come when our country becomes somewhat older and settled, 
when the people of our country understand more fully the nature of 
this industrial insurance, when the percentage of lapses will be very 
materially decreased. They have had the same experience on the 
other side. The Prudential of London was the first company that 
was ever able to get upon a permanent and sound foundation in the 
establishment of this business. Hundreds of its predecessors have 
gone to the wall, but the Prudential of London, through its consum- 
mate ability, through its persistence, established that great company 
now in size the greatest institution in the world— life insurance in- 
stitution, and they are finding that their lapses are growing less and 
less year by year. The persistency of the business is becoming 
greater and greater. We are demonstrating that in this country, 
yet this business is comparatively new. While we have been doing 
business here for thirty years, the great bulk of this business has 
been done certainly within the last ten years, and, perhaps, it is not 
too much to say within the last five years. Our own company, for 
four years after it was organized,confined its business entirely to the 
State of New Jersey and doing business in a very limited way, try- 
ing to be sure of our foundations. Now, we believe that we have ar- 
rived at a point where we are getting pretty safely on a strong and 
permanent foundation, and we think that in the lapse of time these 
lapses will decrease in volume, and the policyholders will become 
more persistent and what seems so startling to gentlemen making 
an original investigation on this subject— what seems so startling to 
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them, will grow less and less, and the people will be, of course, cor- 
respondingly benefitted. 
BY MR. HUGHES. 

Q. Do you know what the rate of lapses is with the English Pru- 
dential? 

THE WITNESS.— Mr. Hoffman, do you know what this 
is ? I have not looked at those figures lately— the rate of 
lapses of the English Prudential. 

The secretary of the company informs me that in the 
last ten years the persistency of the business of the Pru- 
dential of London has increased from six years to ten years. 
Q. How do their rates compare with yours? A. I think their 
rates are somewhat higher 'than ours. Is that so, Mr. Piske? A. 
I think their rates are somewhat higher. 

Q. Mr. Lindabury wants me to ask you how many of the people 
that went down in the Slocum were insured in your company? 

MR. LINDABURY.— Not in his company— how many 
held industrial policies? 
A. I have forgotten ; the percentage was very large ; I have for- 
gotten the exact number. 

MR. LINDABURY.— 60 per cent were with live and 
not lapsed policies. 

MR. HOFFMAN.— We paid insurance on two hundred 
and twelve persons whose lives were lost in the Slocum, 
who were insured in three hundred and thirty-six policies, 
for the sum of $8,330.56, and who had paid us net premi- 
ums, $38,146.73. 
BY THE CHAIRMAN. 

Q. Mr. Dryden, if an agent started out in your territory, 
with no business in that territory, if he should write 
ten policies in the first week, his premium collections would 
be a dollar and his commissions upon that business fifteen 
dollars, wouldn't it? A. Yes. 

Q. If the second week he added twenty more policies, two dol- 
lars of premiums, he would, of course, double his compensation and 
get thirty dollars of commissions the next week in addition to the 
fifteen per cent for collection ? A. Yes. 

Q. If the third week he increased it by another ten, so that he 
wrote thirty policies, three dollars premiums, he would get forty-five 
dollars commissions ? A. Perhaps ; I don't understand you. 

Q. If this business all persisted so that it represented gain in 
each instance, ten policies the first week, twenty the second and 
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thirty the third ? A. Do I understand you to mean twenty new 
policies the second week and thirty new ones the third week ? 
Q. Yes. A. Yes, sir ; then your assumption is correct. 
Q. Now, then, the only difficulty the agent would experience in 
obtaining these results would be from lapses of business obtained ? 
A. Yes, sir. 

Q* And the premiums on these policies being so small, isn't that a 
constant inducement to agents to themselves pay the weekly pre- 
miums for the sake of reaping the commissions with all new busi- 
ness when in fact it is concealed lapse business ? A. It would be. 

Q. Well, isn't it? A. In some instances I presume it is done, but 
we guard ourselves as much as possible against that, as I think I 
have already explained by having the assistant superintendent go 
with the agent around among the policyholders, examine their pre- 
mium receipt books and compare the payments with the agents' 
collecting books and thus check the matter, bringing the agent and 
the policyholder face to face. 

Q. Do you impose any punishment when you discover that condi- 
tion of things ? A. We generally dismiss the man ; yes, sir. 
Q. Just dismissal ? A. Yes, sir. 

MR. HUGHES.— I understand that the figures with re- 
gard to the Slocum were incorrect. 

MR. HOFFMAN.— I want to say that the amount paid 
in claims upon the loss of the Slocum was $38,146.73, and 
the premiums paid upon those claims by the insured was 
$8,330.56. 

THE CHAIRMAN.— Now, which way does he want to 
stick by ? 
MR. HUGHES.— Is that right, that last statement? 
MR. COX.— I suppose you have no statistics of premiums 
paid by people who went down on the Slocum whose policies 
had lapsed ? 

MR. HUGHES.— I suppose people were going on other 
excursions at that time whose policies lapsed. 

MR. COX.— It is a great compliment to the efficiency of 
the New York man who gets the compensation of over 
five hundred dollars a week. 

MR. LINDABURY.— They were not all in this company 
—the three companies, John Hancock and the Metropoli- 
tan. 
BY MR. HUGHES. 

Q. If your solicitor averages about fourteen dollars a week, in- 
cluding the ordinary business which he may take, it would seem to 
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follow from the average premium paid to the company upon the 
business that the first year's cost practically absorbs the first 
year's premiums. A. It is very high. 
Q. Is that true? A. I think -so. 

Q. You were asked with regard to what punishment, if any, would 
be inflicted upon the agent in case a lapse was not reported and he 
was paying the amount himself. Now, when do you insist upon a 
report of a lapse ? A. We allow policies to be in arrears four weeks 
before it must be lapsed. 

Q. And what is the consequence of the failure to report in case 
the arrears exceed four weeks ? A. If we put no other penalty up- 
on him, we compel an agent to pay these arrears himself in excess 
of four weeks, or we may discharge him, if the circumstances justify 
it. 

Q. And if he does report the lapse at the end of four weeks, then 
the consequence is, as you have already stated, being a charge 
against his collectible debits. A. He is relieved ; he receives a credit 
for the amount of those four weeks' premiums. 

Q. I have received from the Prudential the following statement 
with regard to the first policy year expenses, which I will put upon 
the record. 

The paper is marked "Exhibit No. 692. " 
Q. This statement, I understand, includes all your business, and 
is not separated with reference to industrial and ordinary ? A. Yes, 
sir ; I so understand it. 

Q. Does that include renewal commissions or only commissions, 
original commissions ? A. That is a statement prepared by the act- 
uary. I think this includes— Mr. Gore? 

MR. GORE.— That includes the first commissions on or- 
dinary and the first year collection commissions in the in- 
dustrial. 

MR. HUGHES (reading).— Total loading on first three- 
year policy premiums received in 1903, $6,410,444. In 
1904, $7,418,396. 

Loading on first policy year's premiums in 1903, $2,642,- 
383. 

In 1904, $2,820,579. 

Total first policy year's expenses, showing in 1903 a total 
of $6,481,920 ; in 1904, $6,916,848. 

Total expected losses on policies less than one year old 
in 1903, $1,147,975. 

Total actual losses on policies less than one year old in 
1903, $1,119,465. 
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Total expected losses on policies less than one year old 
in 1904, $1,224,080. 

Total actual losses on policies less than one year old, 
$953,301. 
Q. Now, can you answer that so that the amount can be com- 
pared with the first policy year's expenses, the premiums received 
in 1903 and 1904 on the first year's business? 

MR. GORE.— For the year 1903, $7,869,452.62; for the 
year 1904, $8,475,757.39. 
Q. What was the amount of the loading on the premiums re- 
ceived on new business in 1903 ? 

MR. GORE.— You have read that 
MR. HUGHES.— That is the item that appears in the 
statement as follows : In 1903, $2,642,383 and in 1904 
$2,820,579. 

I have also received a statement showing the amount of 
insurance in force December 31st, 1904. 
Q. That is complete? A. Yes, sir. This is also prepared by the 
actuary. 

MR HUGHES.— I offer that in evidence. 
Paper marked " Exhibit 693 " and read in evidence by 
Mr. Hughes, as follows : 



Exhibit 693. 

Amount of insurance in force December 31st, 
Ordinary Plan— Policies 

1. Life 184,469 

2. Endowment 48,499 

3. Other forms 12,453 

Intermediate — 

1. Life 46,941 

2. Endowment 23,711 

Special $250— Policies 

1. Life 4,065 

2. Endowment 1,712 

Special $100— 

1. Endowment 2,488 

Industrial plan— 

2. Infantile life 1,817,797 

3. Adult, whole life 3,480,982 

4. Young people's endowment 96,225 

5. Twenty-year term and endowment 

and other classes 247,331 

Total 5,966,673 



1904. 
Amount 

$260,391,111 
63,039.106 
20,291,502 

23,470,500 

11,855,500 

Amount 

1,016,250 

428,000 

248,800 

175,157,431 

485,269,883 

8,600,250 

6,964,675 

$1,056,733,008 
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Q. Have you an agent by the name of James Perry? A. Yes, 
sir. 

Q. What is his district? A. New Jersey. 

Q. Newark ? A. Yes, sir. 

Q. What is his compensation ? A. Well, I don't recollect. 

Q. Or his rate of compensation? A. I don't recollect what his 
contract calls for ; I have not the particulars here. 

Q. Do you know what amount he received from the business that 
he writes for the company ? A. I don't know what he receives. I 
know he writes a very large amount of business. 

Q. Is he a relative of any officer of the company ? A. He is a 
distant relative, I think, of the vice-president and of the second 
vice-president. 

Q. Has he any better rates of commission than other agents ? 
A. I do not so understand it. 

Q. You don't know that he has any preference ? A. No, sir ; not 
to my knowledge. 

Q. Does he (Mr. Perry) have any advantage in the turning to 
him of insurance from advertising? A. No, not at all ; that is car- 
ried on on a regular system, and the invariable rule is to send in* 
surance under advertisements to the nearest and most available 
agent, whoever he may be or wherever he may be located. 

Q. Does your company own any real estate other than the office 
building that it occupies ? A. In Newark? 

Q. Yes ? A. We have some surrounding property that we bought 
for the ultimate purpose of home-office building. 

Q. Your real estate is stated in your annual report to the New 
York Department at a book value of $12,494,957.86. How much of 
that represents your office building ? A. My impression is some- 
thing like eight millions. I thought I had a statement showing 
that, Mr. Hughes, but I do not find it. The cost of the Prudential 
building, as of December 31, 1904, $8,378,125.50. 

Q. And is it carried at net cost on the books ? A. Yes, sir ; it is 
carried at that cost on the books. 

Q. What is the income of the company from that building? A. 
The rate of interest earned on cost of building, based on gross re- 
ceipts, less expenses and taxes, 3.113 per cent — a little over 3.11 per 
cent. 

Q. What charge is made to the Prudential Company for the prem- 
ises it occupies ? A. We charge the Prudential Company the same 
rate that we charge our tenants— just the gross amount I have not 
here, but it is figured on the same basis. 

Q. What rent does the Fidelity Trust Company pay? A. The 
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Fidelity Trust Company has a twenty-year lease upon that property ; 
for the first five years their rental is twenty-five thousand dollars 
per annum ; for the second five years forty-two thousand five hun- 
dred dollars per iannum ; for the third five years fifty-two thousand 
five hundred dollars per annum, and for the fourth five years sixty 
thousand dollars per annum. 

Q. What is the present rental value of the premises the Fidelity 
Trust Company occupies? A. Well, I think we are getting a fair 
rental value for it now, perhaps two and one-half to three per cent. 
— ^three per cent ; I do not know that I can answer that accurately. 
I anticipated in making that lease with the Fidelity the future in- 
crease in the value of the property. I think they are paying fair 
rental for it now. 

Q. Who were the contractors that built the Prudential Building? 
A. V. J. Heddon & Son. 

Q. Did you meet them through your relation with the Metropoli- 
tan? A. No, sir. 

Q. Has any officer in your company any interest in that firm, or 
received any payments or interest in connection with contracts for 
construction ? A. No, sir. 

MR. HUGHES.— I will read upon the record, subject to 
correction, what I understand is a complete list of the 
directors of the Prudential Insurance Company. If I 
am wrong, you will correct me. 

Directors Prudential Insurance Company of America, Newark, 
N.J. 

JohnF. Dryden, 
Leslie D. Ward, 
Edgar B. Ward, 
Theo. C. E. Blanchard, 
Seth A. Kenney, 
Fred C. Blanchard, 
Edward Kanouse, 
Forrest F. Dryden, 
Jerome Taylor, 
William T. Carter, 
Jacob E. Ward, 
Anthony R. Kuser, 
Uzal H. McCarter, 
Wilbur S. Johnson, 
Thomas N. McCarter, 

MR. LINDABURY.— That is right. Are they fifteen 
in number ? The correct number is fifteen. 
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MR. HUGHES.— I will read upon the record, subject to 
correction, the following as a complete list of the directors 
of the Fidelity Trust Company : 
Directors Fidelity Trust Company, Newark, N. J. : 
John F. Dryden, 
John W. Alexander— 

THE WITNESS.— Mr. Alexander has resigned. 
MR. HUGHES. 
James H. Hyde, 
Leslie D. Ward, 
Thomas N. McCarter, 
Edgar B. Ward, 
William Scheerer, 
Schuyler B. Jackson, 
Uzal H. McCarter, 
Jerome Taylor, 
William N. Coler, Jr., 
William H. Staake— 

THE WITNESS.-Mr. Staake has resigned. 
MR. HUGHES. 
Forrest F. Dryden, 
Henry S. Redmond, 
Charles A. Freick, 
Bernard Strauss, 
John C. Eisele, 
William H. Mclntyre, 
Anthony R. Kuser, 
Henry Rogers Winthrop, 
Mark T. Cox, 
Henry M. Doremus, 
Otto H. Kahn, 
Jacob E. Ward, 
Robert H. McCarter. 

THE WITNESS.-I think that is correct. 
Q. Has anyone been elected to take the place of Mr. Alexander? 
A. No. 
Q. Or of Mr. Staake ? A. No, sir. 

MR. HUGHES.— I will read upon the record the list of 
the Public Service Corporation 

MR. LINDABURY.— This gentleman says that there has 
been an election to take the place of Mr. Staake, Mr. Wil- 
bur Johnson. 

THE WITNESS.-I beg pardon ; that is true. 
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MR. HUGHES.— Directors Public Service Corporation : 
David Baird— 

THE WITNESS. -David Baird has resigned. 
MR. HUGHES. 
Thomas C. Barr, 
Samuel T. Bodine, 
John J. Burleigh, 
A. B. Carlton, 
Walton Clark, 
Mark T. Cojc, 
Thomas Dolan, 
JohnF. Dryden, 
George R. Gray, 
Hugh H. Hamill, 
W. C. Heppenheimer, 
A. R. Kuser, 
Lewis Lillie, 
Thomas N. McCarter, 
U. H. McCarter, 
Randal Morgan, 
F. W. Roebling, 
John F. Shanley, 
Charles A. Sterling, 
P. F. Wanser, 
Leslie D. Ward, 
John L Waterbury, 
E. F.C.Young. 

Q. Has anyone been elected in the place of Mr. Baird ? A. No, 
sir ; not to my knowledge. 

Q. Has the Prudential Company ever placed on deposit with the 
Fidelity Company moneys to enable the latter to assist in the ac- 
quisition of securities ? A. No, sir. 

Q. Take, for example, the acquisition by the Prudential of five 
hundred thousand dollars of the Newark Consolidated Gas Company 
bonds ; can you recall why it was that the Prudential took those from 
the Fidelity ? A. Only that the Fidelity had them for sale. 

Q. Did not the Fidelity acquire a larger amount of the bonds on 
the understanding that the Prudential would take part of them ? 
A. No, sir ; not to my knowledge. 

Q. Was there not an issue of stock so that certain shares of 
stock or one share of stock went with each bond ? A. The New- 
ark Gas Company? 
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Q. Yes ; the Newark Consolidated Gas Company, A. Not to my 
knowledge, no ; I know nothing of that kind. 

Q. Did not the officers, or certain of them, of the Pmdential 
receive certain of the stock of the Newark Consolidated Gas Com- 
pany which went with the bonds that were issued ? A. No, sir ; I 
do not know anything about that, not to my knowledge. 

Q. You did not receive any of the stock of the Newark Consoli- 
dated Gas Company ? A. Not with any bonds that I bought 

Q. What is that ? A. No, sir ; not with any bonds that I bought 

Q. No, but what I am getting at is this, did not the Prudential 
buy bonds, which if it had taken direct it would have received to- 
gether with stock ? A. No, sir. 

Q. And were not the bonds bought through the Fidelity, and did 
not certain officers of the Prudential acquire the stock which would 
otherwise have gone with the bonds ? A. There is no connection 
whatever in the transaction of our buying those bonds with any 
any other transaction. We have never been connected in atiy in- 
stance with any transaction connected with any enterprise in which 
stock was involved and which went for a part of the consideration. 
Our purchase of bonds has been distinct and clear and separate 
from any transaction of that kind or any other transaction similar. 

Q. In other words, no officer of the Prudential had ever received 
any stock as bonus ? A. No, sir. 

Q. Stock for which the officers did not themselves pay? A. No, 
sir. 

Q. In connection with a subscription for bonds made either di- 
rectly or through the Fidelity Trust Company? A. I have no 
knowledge of any such. 

Q. No knowledge of anything of that kind ? A. No, sir. 

Q. Do you know whether the Fidelity took a large block of the 
bonds I have mentioned of the Newark Consolidated Gas Company 
at about 90 and then sold to the Prudential? A. I think they took 
a large block of the bonds. 

Q. About three million dollars ? A. I could not recall that 

Q. Did not the Fidelity obtain a bonus of stock in connection 
with those bonds ? A. Very likely it did, but that was an opera- 
tion of the Fidelity Company— 

Q. But the Prudential— A. Entirely distinct and separate from 
the Prudential. 

Q. But the Prudential, that paid five hundred thousand dollars 
for some of these bonds, did not get any of the stock ? A. No, and 
we had no connection with any transaction involving the stock. 
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Q. But that was because you bought the bonds simply from the 
Fidelity ? A. Precisely, as— 

Q. Paying the Fidelity the same price as the Fidelity paid ? A, I 
don't recollect what we paid. I do not remember that, but we 
bought the bonds as a clear-cut separate transaction. 

Q. But as a result of the transaction the Fidelity got stock with 
the bonds and the Prudential did not ? A. And the Fidelity did 
things probably which the Prudential did not do. That is to say, it 
would not undertake to finance anything of that kind. We have 
never gone into transactions of that kind. Our purchases have all 
been independent, separate and distinct from any transaction in- 
volving stock whatever. I want to make that as emphatic as I can, 
because we have kept absolutely clear from anything of that kind. 

Q. When bonds have been issued and offered to public subscrip- 
tion in connection with which stock has also been offered as a bonus, 
is it not a fact that the Prudential has through the Fidelity taken 
bonds, and the Fidelity has obtained all the stock bonuses, or of- 
ficers of the Fidelity or Prudential have had some of the stock 
bonuses? A. It is probably true that we have bought bonds from 
the Fidelity and from others when originally those bonds may have 
been sold by the company putting them out together with stock, 
but it has, been our invariable policy to keep entirely clear from 
any transaction of that nature. 

Q. But the result has been to give to the Fidelity the profit in 
stock which on a pro rata basis the Prudential would have shared ? 
A. The Prudential would have shared if we had permitted the Pru- 
dential to share in enterprises of that kind. 

Q. That is, to make a direct subscription for the bonds ? A. Yes. 
I may say that in the decision of the vice chancellor of New Jersey 
in the Roebottom case the vice chancellor held that under our 
power— under the power of our law we had no right to subscribe 
for stock. 

Q. Or to take stock as a bonus in case you subscribed for bonds? 
A. He held we had no right to subscribe for bonds. 

Q. To subscribe for bonds ? A. Yes, sir ; and that our only way 
of getting bonds was to buy them in the market after they had 
been sold by the company putting out the bonds. We have since 
obtained an amendment to that law. We thought it was bad policy 
to be in that position, but still that was his decision. 

Q. And the result of that would be that if, for example, in such 
a case as I have put, five hundred thousand dollars in stock would 
go with five hundred thousand in bonds, the Prudential would pay 
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for the bonds and not get the stock? A, The Prudential, in the 
first place in the case you have cited, never had the opportunity. 

Q. Could it not have had it ? A. It never had the opportunity to 
subscribe for those bonds or stock. We were— they were not of- 
fered to the Prudential. If they had been offered to the Prudential, 
the Prudential would not have taken them, because we do not en- 
gSige in transactions of that kind. 

Q. But why should not the Fidelity have given the Prudential 
the same advantage which it enjoyed pro rata in the stock which 
went with the bonds ? 

MR. LINDABURY.— The Prudential underwrote that 
transaction. 

Q. I would be glad to have that brought out. That is the ex- 
planation ? A. Yes, sir. 

' Q. Then the Fidelity got the stock for the underwriting of it? 
A. Yes, sir. 

Q. Then the Prudential does not engage in underwriting? A. 
No. 

Q. And, hence, did not share in the profits of the underwriting ; 
that is the point ? A. Yes. 

Q A 4- iflftt we have crot 

MR. LINDABURY.— The Fidelity sold the Prudential 
the same as it did the public generally. 

Q. Then the Prudential appears on the scene as a purchaser from 
the Fidelity? A. Precisely. 

Q. In entering into its underwriting engagements the Fidelity is 
aided by the moneys which the Prudential keeps with it ? A. Of 
course, the moneys that we keep with the Fidelity undoubtedly aid 
as the other moneys that are deposited with it by other people. 

Q. Do you not keep such deposits with the Fidelity as will enable 
it to transact such business as the directors of the Fidelity deem 
profitable? A. If you mean by that for the purpose of enabling it 
to do so, I say no. If you mean as a fact that the Fidelity avails 
itself of whatever moneys we have deposited with it together with 
whatever moneys other people may have deposited with it, that 
of course, is a fact, and that is the way a trust company does busi- 
ness. 

Q. If a transaction comes up which looks attractive, and it is con- 
venient for the Fidelity to have a couple of millions of dollars to go 
into that, there is no trouble about the Prudential keeping that 
amount on deposit with the Fidelity? A. Well, there would be a 
great deal of trouble for them to get it 
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Q. They would not be allowed to have it for that purpose? 
k. No; they would not. 

MR. LINDABURY.- Will not you bring out the fact that 
millions of these bonds were sold to the public at the same 
price they were sold to the Prudential ? 
Q. Reference is made by Mr. Lindabury to other sales made by 
the Fidelity. Did the Fidelity enter into a syndicate and take a 
large part of the bonds on its subscription ? A. Yes. 
Q. And then it marketed the bonds ? A. Yes. 
Q. And the Prudential bought the bonds? A. We bought a certain 
proportion of the bonds. In the statement we filed with you it says 
what percentage out of the total issue of those bonds the Prudential 
owned and the investing public owned the balance. . 

MR. LINDABURY. —Do you remember what the percen- 
tage was in that case ? 

THE WITNESS.— I do not remember in that particular 
case. There were sixteen companies referred to in the 
list. 
MR. LINDABURY.— It is very small? 
THE WITNESS.-It is very small. 
Q. So whatever syndicate operations or underwriting agreements 
are made in which the individuals interested in the Prudential may 
be interested, they are made through the Fidelity company, and the 
Prudential acts as a purchaser in buying such as it may care to buy 
from the Fidelity? A. We buy securities from any respcjisible 
party who may offer them to us on terms that are satisfactory to 
us. We have to be sure of two things ; first, that secu^itif $ that 
we buy come from responsible houses ; second, that they are sold at 
the right prices. Being satisfied of those two things, if the bonds 
are of such a kind that we think they are proper, they constitute a 
proper investment for the Prudential, we buy them without refer- 
ence to who may bring them to us. 

Q. But you keep the Prudential in the position of a simple pur- 
chaser in the market ? A. Absolutely. 

Q. And the Fidelity is in the position of a trust company making 
such money as it can through its connection with enterprises that 
are deemed profitable ? A. Yes, sir. 

Q. And the officers of the Prudential, who are also officers of the 
Fidelity, if they are interested in the matters, become interested in 
them through their connection with the Fidelity, keeping the Pru- 
dential apart from them ? A. Yes, sir. 

Q. The result of that is that any profits upon underwrit- 
ing schemes on the one hand are not shared by the Prudential, and 
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any risks that are engaged in on the other hand are not entered into 
or are not taken by the Prudential ? A. That is it, sir. 

Q. But, of course, as you say, whatever amount you keep on de- 
posit with the Fidelity is used by it like other money on deposit 
with the Fidelity for such purposes as it may deem proper? A. 
Yes. 

THE WITNESS.— I think, Mr. Hughes, it occurs to me 
. in justice to the second vice-president, I think I ought to 
say that Mr. James Perry, who was referred to awhile ago, 
is not a relative of the second vice-president, but is a rel- 
ative through his wife of the first vice president. I think I 
stated he was a relative of both officers. 
Q, Did the Fidelity Trust Company underwrite the formation of 
the Public Service Corporation ? A. No. 

Q. It was not interested in that? A. No, except as a stock- 
holder. 

MR. HUGHES.— I will note upon the record from the 
Bank Report of New Jersey for 1905 that the Fidelity 
Trust Company is the owner of the following securities : 

Public Service Corporation of New Jersey, interest-bear- 
ing certificates : cost, $760,743.23 ; par value, $1,100,210 ; 
market value, $808,654.35. 

Public Service Corporation of New Jersey stock : cost 
$2,189,078.59 ; par value, $2,189,200 ; market value, 
$3,064,800. 

Union National Bank Stock : cost, $618,800.28 ; par value, 
$150,500 ; market value, $662,200. 

Prudential Insurance Company stock : cost, $5,997,900 ; 
par value, $999,650 ; market value, $5,997,900. 

Also, the following statement from the same report of 
the Fidelity Trust Company's liabilities : 
Capital stock paid in in cash, $2,000,000. 
Surplus fund, $6,500,000. 
Undivided profits, net amount, $2,179,873.77. 
Time deposits, $1,607,546.76. 
Demand deposits, $9,886,683.48. 

Due to banks and bankers and trust companies, 
$4,513,119.22. 
Q. Who acts on the part of the Fidelity Trust Company in mak- 
ing sales of securities to the Prudential, what committee or officers ? 
A. Usually they are sold by the officers, the president or the secre- 
tary and treasurer. 
Q. Is the sale passed on by a Finance Committee ? A. Yes. 
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Q. Who are on that Finance Committee ? A. I am a member of 
it, the vice-president; Dr. Ward, Mr. Mark T. Cox; Mr. Jerome 
Taylor, Mr. Henry Rogers Winthrop, Mr. Thomas N. McCarter, Mr. 
Uzal H. McCarter. I think that is all. 

Q. Who are on the Finance Cpnmiittee of the Prudential, who 
would pass upon the purchases made from the Fidelity Trust Com- 
pany ? A. Mr. Edgar B. Ward, Mr. U. H. McCarter, Mr. Edward 
Kanouse and Mr. A. R. Kuser and myself. And I wish to say with 
respect to the practice of the Finance Committee of the Prudential 
that never from the foundation of the company down to the present 
time, so far as I know, has there ever been a loan passed or ap- 
proved by that committee when there was a single objection to it 
by any member of the Finance Committee. That is a fixed rule in 
our company. 

Q. Do the same individuals act on both committees in relation to 
the transactions between the Fidelity Trust Company and the Pru- 
dential? A. Some of them, but not all. 

Q. You have answered a question. Senator Dryden, to the effect 
that the officers of the Prudential are not interested in any syndi- 
cate where the Prudential buys securities from the syndicate mana- 
gers? A. Yes, sir. 

Q. That is because the Prudential never buys securities from the 
syndicate managers, is it not? A. I do not know that that is the 
cause, but that is the fact. 

Q. Well, that is the fact? A. Yes, sir ; that is the fact. 

Q. So that in the nature of things there would be no opportunity 
to share in any such profits, because it is the policy of the company 
not to buy from syndicate managers ? . A. Yes, sir. 

Q. But the officers of the Prudential are interested, are they not, 
in syndicates where the Fidelity buys from the syndicate managers 
and resells to the Prudential? A. That, I think; is so in some in- 
stances. 

Q. And when the Fidelity enters into underwritings of that de- 
scription it knows what it can place with the Prudential? A. No, 
sir. 

Q. What securities it will take ? A. By no means. The Fidelity 
goes of its own motion, at its own risk and in pursuance of its own 
policy. 

Q. But, of course, it is a comfortable thing to know that the Fi- 
delity has a purchaser for its securities? A. They do not know in 
advance that they have any purchaser with us. I want to say that in 
any purchase that we have ever made from the Fidelity Trust Com- 
pany we have pursued absolutely and completely the same policy 
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that we would pursue in purchasing them from any other party 
whatever. 

Q. You have held yourselves so independently that you could 
give an absolutely unbiased judgment as to the propriety of the 
purchase from the Fidelity, notwithstanding your interest in the 
Fidelity ? A. We have. I cannot make that point too emphatic. 
BY MR. COX. 

Q. Do you recall how much time intervened in that particular case 
referred to by Mr. Hughes between the purchase by the Fidelity 
and the sales to the Prudential ? A. I do not recall the time. I 
have really no recollection upon that matter. 
BY MR. HUGHES. 

Q. Mr. Mark T. Cox has been mentioned as a director of the 
Fidelity Trust Company. He is also a director of the Public Service 
Corporation. He is also a member of the firm of Rogers, Winthrop 
& Company, is he not? A. Yes, sir. 

Q. Through whom your company does most of its bond business ? 
A. Yes, sir. 

Q. Mr. Lindabury suggests that I ask how many syndicates the 
Fidelity Company has been in ? A. Well, very few. 

Q. He says only two ; is that correct ? A. I think probably that is 
correct ; very few syndicates. 

Q. What are these two ? A. I suppose one was this Newark Gas 
Company, or the Essex and Hudson— 

MR. LINDABURY.— And the other was the South Jer- 
sey Traction. 

THE WITNESS.— And the other was the South Jersey 
Traction ; yes. 
MR. HUGHES.— Was it the South Jersey Traction? 
THE WITNESS.— No ; it was not in the South Jersey 
Ti*action. 

MR. LINDABURY.— The Gas Company and the Public 
Service Corporation ? 
THE WITNESS.- Yes. 
Q. Senator, you have given considerable attention to the question 
of the desirability of federal supervision of corporations. What 
are your views upon that question ? That is, rather upon the limi- 
tation of the efficiency of State supervision ? A. My attention has 
been directed more to the effect of federal supervision upon insur- 
ance corporations rather than upon corporations in general. 

A. Just amend my question and make it insurance corporations. 
We have enough to deal with without going into corporations in 
general. 



D\g\t\ze6 by 



Google 



ExhiMt 2 473 



MR. LINDABURY.— The Senator had better begin over 
again. 

MR. HUGHES.— Yes, I did not intend it so broadly. 

THE WITNESS.— I have felt for a good while that if it 
were possible to have a federal department established which 
could supervise all the interests of the companies doing in- 
terstate insurance it would be of great advantage to the 
policyholders of the country in particular and to the com- 
panies themselves. In November, 1904, before any of the 
present insurance troubles arose, I made an address before 
the Boston Life Underwriters' Association in which I spoke 
at about half an hour or forty minutes' length on that 
theme, then advocating it ; my treatise of it being rather 
historical and from the practical standpoint than other- 
wise. I think that those who are for and those who are 
against Federal control will be found in general to be 
divided by two well-defined lines of policy. One will be 
that which divides upon the constitutional phase of the 
question. And I find that there are great lawyers upon 
each side of that question. I therefore assume that the 
power of Congress under the Commerce clause to regulate 
this subject is a debatable question. I am quite aware of 
the decisions which have been rendered by the Supreme 
Court in which they have held that insurance between the 
States is not commerce. Beginning with the decision of 
Justice Field in the case of Hall vs. Virginia and coming 
down to the present time, there have been a number of 
such decisions ; every one of those decisions has been based 
upon State legislation. There never has yet been a Fed- 
eral statute which has raised that issue and upon which 
it was carried to the Supreme Court. As a layman I am 
inclined to the belief that if a distinct law was passed by 
Congress defining inter-State insurance, not as an incident, 
but as an instrumentality of commerce, and that issue thus 
made was carried to the Supreme Court, it might possibly 
take a view, and I should hope it would take a view, favor- 
able to the power of Congress so to legislate. 

In Hamilton's great letter to Washington on the power 
of the Government to create Government banks, he says as 
apart of his opinion, that. "As one of the derived 
powers"— one of the resulting powers is the word he used 
— " one of the resulting powers of the commerce clause is 
among other things, to regulate policies of insurance." 
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Now, for a layman, at any rate, it is difficult to understand 
why, if the sending of a message over a telegraph wire is 
inter-State commerce, or why, if the taking of a lottery 
ticket from one State and carrying it into another and sel- 
ling that ticket is inter-State commerce, I say it is diffi- 
cult, it seems to me, for a layman to understand why the 
transactions of insurance are not inter-State commerce. 
But I ought not to talk to lawyers on constitutional ques- 
tions. 

Now, if we come to the practical side of the matter, it 
seems to me there are three very important advantages 
which become at once apparent, if the Federal Government 
can constitutionally establish a department. Let me name 
the first, the protection of American companies doing busi- 
ness in foreign countries. Everyone understands that the 
arm of the State, the arm of no state in the Union is long 
enough to reach out its protecting care over a company 
doing business in any foreign country, and the only way to 
remedy injustice and wrong and ill treatment on the part 
of a foreign government towards an American company 
doing business in that foreign country is to seek the good 
offices of the State Department at Washington, who can 
simply respectfully lay the subject for consideration before 
that government; but it is powerless, I think, to enforce 
equity and fair treatment in matters of that kind. 

Now another class of cases in which I think the Federal 
Government would be greatly benefited is in the case of 
many fraudulent insurance companies. Not in life insur- 
ance companies much ; we are not greatly afflicted with 
that evil, there is very little ; but I am told that the fire 
insurance companies, not here in the East, but in the West 
and in the South, to a large extent are afflicted by the evil 
of competition of irresponsible, reckless and unworthy in 
surance companies. So great did this trouble become that 
several years ago at the convention of the Insurance Com- 
missioners of the various States they appointed a commit- 
tee composed, I think, of five members of that body to de- 
vise ways and means by which the public would be pro- 
tected from the preying upon them by these worthless 
concerns. A year ago last winter that committee, having 
worked out a proposition, came to Washington and asked 
me to introduce in the Senate a bill which should prohibit 
the use of the mails to such corporations. At the request 
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of that committ^ I introduced the bill and it was referred 
to the Committee on Post-offices and Post-roads. A day 
of hearing was set and the fire insurance men came in 
large numbers, important men in the business, to protest 
against the passage of that bill ; because, while the design 
of it was to protect the public against the wrongs perpe- 
trated upon them by the class of companies to which I 
have alluded, it was feared that it could not be put into 
operation without the honest and responsible companies 
suffering at the same time. And the result of it was that 
the Post-office Committee took no action whatever or at 
any rate failed to report it. 

Now if we had a National Department it could cross im- 
aginary State lines; it could pursue these companies 
wherever they go to. I was told by the insurance men 
and commissioners that it is the practice of some of these 
worthless companies to incorporate in one State, but 
never to issue a policy in the State of its incorporation, so 
that they cannot be reached there on account of any actual 
transaction, but go into another State and when they are 
overtaken, they take up their effects and move to another 
State ; and so on and on and on. Now, one benefit could 
be that the National Government could reach those cor- 
porations anyivhere that they might operate outside of the 
State of their own incorporation. 

But perhaps— -at any rate it seems to me that one of the 
greatest advantages to come from a national department 
would be the establishment of a code of insurance 
law3, the passage of a code of insurance laws, which 
would be uniform, well-devised and persistent. One 
of the great evils of the business today is the mul- 
tiplicity of insurance codes which we have in the different 
States, I do not by implication in any remark I may 
make upon this subject mean to reflect upon the honesty 
of any legislatures, or upon any insurance departments. 
I am not speaking from that point of view. But we get a 
multiplicity of laws; Massachusetts has one set; New 
York has another set; New Jersey has a different 
set; California has still another set, and Louis- 
iana a different one from any of them, and the re- 
sult of it is that the companies do not know 
and cannot know from time to time what require- 
ments are expected of them, or with what rules and regula- 
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tions and laws they must comply. We have had in a very 
recent date noted litigation in one of our states upon the 
interpretation of a statute which had been in force, I 
think, for twenty-five years— certainly for a long time — 
and upon which a certain interpretation had been given 
and followed. But a new commissioner comes into office ; 
he reads that law differently, and he puts anew interpre- 
tation upon that law, and he requires the company to com- 
ply with his interpretation. The result of it is the com- 
panies, at great expense and trouble, must go to the courts 
for the interpretation of a law which has been upon the 
statute books for many years. Now, the difficulties which 
have been recited before this committee from time to time, 
it seems to me, largely grow out of this very condition of 
affairs. It has been proposed and is now proposed by 
some gentlemen interested in this subject to try to get uni- 
formity of legislation among the several states. How long 
has the effort been made to get uniformity of legislation upon 
the question of divorce, for instance ? Some years ago the 
insurance commissioners, at their convention, appointed a 
committee to bring about this very condition of things— 
uniformity of legislation. Nothing ever came of it. We 
are, with respect to insurance, in almost the same condition 
that we were with respect to commerce under the old Con- 
federation, and the evils of which, more than any other 
influence, contributed to the adoption of our present con- 
stitution. 

Now, these things, as I understand the case, cannot, 
from a practical standpoint, be cured so long as we are de- 
pendent upon the different laws of fifty different legislative 
bodies. Men's minds look at this question differently ; 
what one man may think is a good law another man thinks 
is a bad law, and so it goes on. And it seems to me that 
it is hopeless ever to expect to accomplish anything that 
will bring about uniformity and persistency so that the 
companies may know what they have to comply with until 
and unless the general government can establish a federal 
code. 
Q. At present the insurance companies are somewhat at a disad- 
vantage because of the power resident in insurance commissioners 
of different states to revoke their license ; are they not ? A. Yes, 
sir. 
Q. How general is it that the insurance commissioners have the 
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power to revoke the license of a corporation ? Is it in most of the 
states? A. I think so ; at any rate I think it is a power that is 
claimed. 

Q. Claimed to exist ? A. Yes, sir. 

Q. The insurance companies would be glad to get rid of that 
power, would they not ? A. Undoubtedly they would, although let 
me say that with regard to a federal department the insurance 
companies are by no means unanimous in their views upon that sub- 
ject 

Q. Of course, the insurance companies would remain subject to 
visitation on the part of the State creating them, respectively? 
A. Undoubtedly. 

Q. And the power of visitation on the part of States where they 
may do business but in which they have not been organized or char- 
tered is regarded as something of a nuisance ? A. Yes, sir. 

Q. And federal supervision would. Senator, so place transactions 
outside of the State of incorporation on your theory of the power 
of Congress to provide for such supervision in one bureau or de- 
partment ? A. Yes, sir. 

Q. All the visitation ? A. And I would confer on that depart- 
ment absolute power or sufficient power to investigate with the ut- 
most thoroughness and to give the utmost publicity to the affairs 
of any company doing inter-State insurance. 

Q. Do you not think that would tend to minimize the inquisition 
to which insurance companies are subject ? A. I think it would 
tend to put afar more effective supervision ; in many of the States 
where they have none, or perhaps very few insurance companies, 
they do not, I suppose, feel justified in going to the expense of 
maintaining a department thoroughly equipped for examination ; 
the burden upon the State would be such that it probably would not 
be tolerated. Now, with a general department under the govern- 
ment, a department thoroughly equipped with experts and trained 
men, could be maintained, and I can see no advantage in seeing fifty 
different departments, if you please, travel over the same road 
which may be gained more thoroughly and better by one depart- 
ment thoroughly organized and equipped for the purpose. 

Q. Isn't the main motive. Senator, the fact that you want, for ex- 
ample, to do business in New York or Wisconsin without any power 
on the part of New York or Wisconsin to say you nay? A. I should 
leave with the Federal government the power to say whether we 
were entitled to do business in any of the States outside of the State 
in which we were incorporated. 
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Q. All that is, of course, entirely apart from the legal question 
which you first mentioned ? A, Yes, sir. 

Q. Now, so far as the matter of uniformity in legislation is con- 
cerned, the difficulties of which you speak are not confined to in- 
surance ; the embarrassments sometimes occasioned by contrariety 
of legislation is felt in a good many departments of life ; you recog- 
nize that ? A. That is undoubtedly true, Mr. Hughes, but insurance 
in its very nature is different from that of the ordinary corporation. 
An ordinary corporation, not a commercial enterprise, its affairs 
may be brought to an end speedily and without long delay, but a 
life insurance corporation in particular makes contracts which ex- 
tend far into the future ; therefore, it becomes necessary to supervise 
carefully and thoroughly the business of a life insurance company 
to protect the public. Our American public have been educated up 
to such supervision by our State departments, and I am satisfied 
they would never be content with anything else. Now, in Great 
Britain there hardly is any supervision. All that is required under 
the Act of Parliament is that the companies shall file certain 
schedules with the Board of Trade of London, and they may value 
their policies, as I understand it, upon any basis that the company 
chooses to adopt, but the basis must be stated. 

Q. Provided that the public may know what it is ? A. So that 
the public may know. I do not think our American public would 
be satisfied with that, and we must have supervision. 

Q. But, of course, the State is in a position to effectively 
supervise, if it chooses, the corporations doing business 
within its borders ? A. Yes, but why should we have fifty different 
States going over and doing the same work, provided every one of 
them does its work properly and thoroughly? 

Q. You think there is an excess of supervision now required ? 
A. Yes. 

Q. You have stated your views very fully ; I am much obliged to 
you. Does the Prudential do business in foreign countries? A. 
No, sir ; we do no business outside of the jurisdiction of the United 
States. 

Q. In your judgment is it of advantage to American companies 
to do business abroad? A. Well, an expression of opinion might be 
construed as a reflection upon other companies which have pursued 
that policy. I would rather confine my statement to the fact that 
we have never adopted it ; we do not do business anywhere outside. 

Q. You speak of the importance of the protection of such com- 
panies as do business abroad. If you have an opinion on the sub- 
ject that you care to express, why, we should be glad to have it 
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A. We have not thought it wise for our company to extend its 
operations beyond the jurisdiction of the United States, but some 
companies have done so, and I speak only of the protection that 
might be afforded to such companies. 

Q. Have you an opinion upon the question of the extent to which 
insurance companies should be permitted to add to their business? 
A. I have given some thought to that subject, and it is not enturely 
free from difficulty. Supposing a law was to be passed, limiting 
the amount of insurance, for instance, that might be carried by any 
one company to two billions of dollars. Now, I take it the object 
of such a law would be to prevent the aggregation and accumula- 
tion of a very large amount of money in the hands of a few men in 
order to prevent an improper use of their influence through the 
control of that money. Now, supposing the case of a company 
that reached the limit, it has an organization which has cost that 
company many millions of dollars to create. Is it reasonable to 
suppose that if the company reached its limit under such a law they 
would allow such a valuable organization which is an asset of the 
company to be disintegrated and destroyed ? 

True, they could not write any more business under the charter 
of that company. What is to prevent from organizing a new com- 
pany and using that same organization and force ? 

Q. Well, do you think it is of an advantage to have a distribution 
of units, or do you think it is of an advantage to go on indefinitely 
piling up accumulations in one treasury ? A. I have grave doubts 
upon the wisdom of going on indefinitely. I only speak of the pos- 
sible outcomes. Personally, I do not think I would object to a rea- 
sonable limitation. I would not like to see a limitation which would 
be unfair in the treatment of the various companies in this respect, 
that some of them have gotten now away ahead of the other com- 
panies, and that the companies who have not reached that limit 
should be cut off with what they have now, while the other com- 
panies should be allowed to retain what they have. 
BY MR. COX. 

Q. There have been three distinct limitations suggested, one 
being a territorial limit which might confine companies ; for in- 
stance, to the United States ; another to the annual amount of busi- 
ness which they might be permitted to write ; then, third, the gross 
amount of business which they might attain. Have you any sug- 
gestions to make with reference to those three methods or any 
others ? A. I would hardly like to do that, Mr. Cox. I have not 
given the matter sufficient consideration. 

MR. HUGHES.-I will offer in evidence "Exhibit 681 " 
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for identification containing the rates of industrial policies. 

Paper marked " Exhibit 681. " 

MR. HUGHES.-I will mark for identification the 
schedule of legal expenses furnished by the Prudential. 

Paper marked "Exhibit 694 " for identification. 

MR. HUGHES.— I will mark for identification the record 
for monthly balances in banks and trust companies fur- 
nished by the Prudential. 
Statement marked " Exhibit 695" for identification. 



EXHIBITS. 
(Insurance Year Book, 1905. Introduced on page 10. Not printed.) 



EXHIBIT i. 
(New York Life Insurance Law passed in 1906. Introduced on 
page 10. Not printed.) 



EXHIBITS. 

(Message of the President of the United States to Congress read 
in the house April 17, 1906. Introduced on page 15. Not printed.) 



EXHIBIT 6. 
(" Ames Bill, " H. R. 17760, introduced April 4, 1906, to regulate 
the business of Insurance in the District of Columbia. Introduced 
on page 15. Not printed.) 



EXHIBIT 7. 
(" Ames Bill, "H.R. 18804, introduced April 30, 1906, of same 
title. Introduced on page 15. Not printed.) 
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EXHIBIT 8. 
(Report by the Committee of Judiciary of the house by Mr. 
Jenkins, ^arch 23, 1906, on the regulation of Corporations, touch- 
ing life insurance. Introduced on page 15. Not printed.) 



EXHIBIT 9. 
(Senate Bill 3026, introduced January 15, 1906, by Mr. Dryden, 
being an Act to amend an Act establishing the Department of Com- 
merce and Labor. Introduced on page 15. Not printed.) 



EXHIBIT 10. 
(Volume 38 of Special Consulate Reports, Part 1, entitled " Insur- 
ance in Foreign Countries." Introduced on page 16. Not printed.) 



EXHIBITS 11, It and IS. 
(Report of the New Jersey Commissioner of Banking and Insur- 
ance for 1902, 1903 and 1904. Introduced on page 16. Not 
printed.) 



EXHIBIT U. 
(Laws of New Jersey relating to insurance companies. Intro- 
duced on page 16. Not printed.) 



EXHIBIT 15. 
(See Exhibit No. 136. Introduced on page 17.) 

EXHIBIT 16. 
(See Exhibit No. 136. Introduced on page 17.) 



EXHIBIT 17. 
(Blank for report of life insurance companies to Department of 
Banking and Insurance of New Jersey. Introduced on page 22. 
Not printed.) 
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EXHIBITS 18 to 27. 
(Same for assessment companies. Annual reports for 1903, 1904 
and 1905 made by the Mutual Benefit Life Insurance Company, by 
the Prudential Insurance Company and by the Colonial Life Insur- 
auce Company. Introduced on page 22. Not printed.) 



EXHIBIT 28. 
(List of outside companies doing business in this state. Intro- 
duced on page 24. Printed on page 24.) 



EXHIBIT 29. 
(" New York Insurance Law, '' by Andrew Hamilton. Introduced 
on page 29. Not printed.) 



EXHIBIT SO. 
(Copy of the correspondence between the Commissioner of Insur- 
ance of Massachusetts and the Commissioner of Insiirance of New 
Jersey of January 27, 1904, to April 28, 1904. Introduced on page 
29. Printed on page 29.) 



EXHIBIT 31. 
(Copy of the correspondence between Commissioner Host, of 
Wisconsin, and Commissioner Watkins, of New Jersey, consisting of 
three letters dated January 4th, 19th, and 21st, 1904. Introduced 
on page 35. Printed on page 35.) 



EXHIBIT St. 
(Report of the Armstrong Committee, 7 volumes. Lyon & Co. 
Introduced on page 43. Not printed.) 



EXHIBIT SS. 
(Insurance laws of Wisconsin, Introduced on page 43. Not printed.) 
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EXHIBIT SA. 
(Wisconsin Insurance Report for 1905. Introduced on page 43. 
Not printed.) 

EXHIBIT S5. 
(Insurance laws of Colorado. Introduced on page 43. Not printed,) 

EXHIBIT S6. 
(Insurance laws of Massachusetts. Introduced on page 43. Not 
printed.) 



EXHIBIT 37. 



REPORT 

of the 

COMMISSION 
RECODIFY THE INSURANCE LAWS 

under 

Chapter 1 1 of the Resolves of 1906 

made to 

HIS EXCELLENCY CURTIS GUILD, JR. 

Governor of the Commonwealth of Maisachuaetti 
JUNE. 1906 



His Excellency Curtis Guild, Jr., The Governor of the Common- 
wealth of Massachusetts. 

Sir :— The commission appointed by Your Excellency, under chap- 
ter 11 of the Resolves of the current year, and charged with the 
duty of recodifying the insurance laws of the Commonwealth and 
of advising the joint committee on insurance or the Executive De- 
partment concerning matters as to which the joint committee or the 
Executive Department might desire information, has the honor : 

First. To inform Your Excellency that it submitted to the Gen- 
eral Court a recodification of the insurance laws on the 14th of April 
last 

Second. To report that the joint committee on insurance has 
brought no matters to its attention. 
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Third. To submit herewith its report upon the matters covered 
by the following communication received from Your Excellency 
February 26, namely : 

Commonwealth op Massachusetts, 
Executive Department, Boston, Feb. 26, 1906, 

Sir :— In accordance with chapter 11, Acts and Resolves of 1906, i 
request that, in the examination of the insurance laws of the Com- 
monwealth for recodification, your commission as experts call my 
attention to apparent inconsistencies in existing laws, together with 
such changes as you may deem advisable for their solution or for 
the simplification in application of principles already recognized by 
statute. 

As certain resolutions and reports have recently been made in 
other States praying for uniform State legislation in regard to life 
insurance, I shall be glad also to have you further examine these 
various recommendations (notably those of the Chicago convention 
and the so-called Armstrong report of New York), and advise me ; 
(1) which measures there recommended are already embodied in the 
Massachusetts law ; (2) which measures, if not so embodied, seem 
to you desirable ; and (3) whether such measures as do seem to you 
desirable thus proposed in the interest of uniform legislation need 
to be supplemented by further legislation for the remedy of exist- 
ing evils. 

With high respect and esteem, I have the honor to remain, 

Faithfully yours, 

Curtis Guild, Jr. 

Hon. John L. Bates, Chairman. 

Commission for Recodification of Insurance Laws, etc., 
84 State Street, Boston. 

Before proceeding to advise upon the matters covered by the 
forgoing communication, it is to be noted that the work of this 
commission has been limited to the recodification of insurance laws, 
and to the consideration, not of every problem of insurance, but 
only of those of life insurance as conducted by the old line compa- 
nies, excepting so far as the work of the recodification might sug- 
gest amendments tending to harmony and simplicity in our law. 
This report, therefore, does not deal with certain questions that 
have been urged upon our attention by various parties, which affect 
liability, casualty, fire, fraternal or other branches of the insurance 
law, and are not properly within the scope of our inquiry. 

We also desire to direct attention to the fact that our work has 
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not been in any sense in the nature of an investigation. We 
were given no authority to send for persons or papers or to sum- 
mon witnesses to testify before us ; nor have we discovered any 
desire on the part of the public for such ap investigation. 
On the contrary, it is a cause of satisfaction to the 
people of this State that an era when the public has been most cri- 
tical of life insurance companies, because of recent revelations as 
to their management there has been no adverse criticism of the man- 
agement of the life insurance companies chartered by this Common- 
wealth, and no complaint as to either the wisdom or integrity with 
which their affairs have been conducted. We have had this condi- 
tion in mind in our consideration of the problems submitted 
to us, and have recognized that, where no serious evils are 
shown to exist, legislation of a radical character ought not to be 
advised except where it is clearly apparent that harm cannot follow 
and that good may result. 

On the other hand, the fact that no serious evils have developed 
in this State does not make our State immune from their growth in 
the f uture,if conditions are permitted to continue here under which 
such evils have appeared elsewhere ; and it is, therefore, highly 
important that we profit by the experience of other States, and 
adept such legislative safeguards as may commend themselves to our 
best judgment, not to cure present ills, but to prevent undesirable 
future possibilities. 

In making our recommendations we have not attempted to give 
any exhaustive argument, but have contented ourselves for the 
most part with a brief statement of certain of the reasons that 
have appealed to us. 

We have considered at length the matters specifically submitted 
to us by Your Excellency, and have heard those persons who have 
expressed a desire to present their views upon these various 
matters, and have the honor to advise as follows : 



I. 

CHANGES SUGGESTED BY RECODIFICATION. 

In considering the first part of your excellency's request, we have 
borne in mind that our present insurance laws have been the sub- 
ject of many decisions by the Supreme Court. Any changes in the 
language of our statutes, therefore, not suggested by such decisions 
or clearly required to make the law effective, should be avoided, as 
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it is an advantage, other things being equal, to keep the law in a 
form that has been the subject of judicial interpretation. 

The following suggestions cover the " apparent inconsistencies in 
existing laws, " or simplify the " application of principles already 
recognized, " or in some instances tend to make our law more uni- 
form with that of other states. 

We present them in the order of the sections of the recodification, 
referring in each case to the section of the present law also. 

Section 1, paragraph 4. The definition of " unearned premiums" 
is not consistent with the Statutes of 1905, chapter 287, included in 
Section 11 of the recodification, beginning on page 12. We suggest 
that it be changed to read as follows : " ' Unearned premiums' and 
' reinsurance reserve ' and *net value of policies ' and * premium re- 
serve ' severally, intend the amount which shall be charged to an in- 
surance company as a liability for premiums entered in its accounts, 
but not fully earned, computed as required by Section Eleven." 

The old definition was not broad enough to cover l?iter forms of 
policies ; for instance,policies of employer's liability insurance, as to 
which the insurance company has no liability other than accrued 
claims, yet which are now required to carry a reserve. 

Section 11, paragraph beginning at the bottom of page 11 of the 
recodification. We recommend changing 60 per cent, to 50 per c§nt. 
This change is to make the reserve in case of marine risks uniform 
with the laws of almost all the other States. A reserve of 50 per 
cent, seems to be sufficient for safety. 

Section 17. We recommend inserting after the first paragraph 
the following : " He shall furnish, when required for evidence in 
court, certificates under seal of the department relative to the 
authority of a company, agent, or broker to transact business in 
this Commonwealth upon any particular date, and such certificates 
shall be received by the courts in lieu of the testimony of the in- 
surance commissioner or his representative. " 

Section 20. We recommend that the clause " and such reinsur- 
ance, except so far as it is in companies authorized to do business in 
this Commonwealth, shall not reduce the reserve required of it or 
the taxes to be paid by it, " be stricken out, and that the following 
be substituted : " And such reinsurance unless effected in companies 
authorized to transact in this Commonwealth the class of business 
reinsured shall not reduce the taxes to be paid by it nor the reserve 
to be charged to it ; and in no event shall such reinsurance reduce 
the premiums in force, upon which a reserve is to be carried by the 
ceding company except to the actual amount paid by it for the re- 
insurance, except that in case the reinsurance is effected by a com- 
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pany as a preliminary step to its permanent retirement from busi- 
ness its premiums in force may be reduced by the gross amount 
written in the original policies so reinsured and the company tak- 
ing these risks shall be charged a reserve on the basis of the said 
original premiums written in the policies so taken. " The purpose 
of the suggested change is to prevent a company in reinsuring its 
risks from improving its apparent financial condition when it makes 
its reports. The proposed change is in accordance with the present 
New York law, and its object is to make a company carry a reserve 
on all insurance in force. 

The same section provides '*no insurance company shall insure in 
a single risk a larger amount than one-tenth of its net assets. " 
This prohibits, under penalty of $500 (see section 109 of the recodi- 
fication ; section 103 of the present law), a domestic company from 
insuring anyivhere an excessive amount in a single risk, and pro- 
hibits a foreign company from- insuring in Massachusetts an exces- 
sive amount in a single risk. But it does not prohibit a foreign 
company from insuring outside of Massachusetts any amount in a 
ringle risk. (See Attorney-Greneral v. Netherlands Ins. Co.,. 181 
Mass., 522.) Yet section 79, end of second paragraph (section 78 of 
the present law), requires a foreign company, as a condition of ad- 
mission to Massachusetts, to satisfy the Insurance Commissioner 
that it insures in any single hazard an amount no larger than one- 
tenth of its net assets. Here is a manifest inconsistency ; it makes 
no difference to the solvency of a foreign company whether it takes 
an excessive risk in Massachusetts or outside of Massachusetts. 
Either the limitation should not apply to foreign companies at all, 
or they should be prohibited from insuring anyivhere more than the 
maximum percentage in a single risk. If the latter view is adopted, 
the difficulty of imposing a penalty upon a foreign company for an 
act done outside the Commonwealth may be obviated by permitting 
the Insurance Commissioner to revoke its authority to do business 
in Massachusetts, in case, after being admitted, it does what, as a 
condition of admission, it has satisfied the Insiirance Commissioner 
that it does not do. 

In the third paragraph we recommend that the words " capi- 
ital and surplus, wherever they may be, '' be stricken out, and the 
words " net assets " substituted. In case of marine companies of 
foreign countries it is practically impossible for the insurance de- 
partment to discover the amount of their " capital and surplus, 
wherever they may be, " for only the business of the United States 
branch is reported to our department under the law. The net as- 
sets of such companies recognized by our law are limited to the as- 
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sets deposited in this country with insurance departments or with 
trustees (sections 1 and 82 of recodification). The purpose of the 
change is to fix a definite limit, and harmonizes with our law as to 
fire insurance companies. If the limit of 10% under such a change 
would not be sufficient, the percentage should be raised. 

Section 29, fourth clause. We recommend adding to this clause 
the words " and the bursting of fly wheels." This is in accordance 
with legislation enacted since our report of recodification was sub- 
mitted to the legislature. 

Section 30, top of page 22. The law reads, "The name of the 
corporation shall be approved by the insurance commissioner. " 
Doubtless the legislature intended to say " the name of the corpora- 
tion shall be subject to approval by the insurance commissioner. " 
This change should be made. 

Section 35. The word "original" in the second line and the 
words "to the original amount" in the third line should be stricken 
out. If a company has increased its capital, we see no reason why 
it should not be permitted to make good its capital to the increased 
amount. It is apparent from section 8 that the legislature intended 
"actual capital " rather than " original capital. " 

Section 39. The clause " except that in any town of less than 
four thousand inhabitants a company may be formed to insure 
only dwelling houses, farm buildings and their contents within such 
town, and may issue policies when fifty thousand dollars of insur- 
ance has been paid for, " should be stricken out. Such localized in- 
surance experience has shown to be unsafe. The old companies 
which were organized to do that class of insurance have gone out of 
existence, and no new ones have been organized under this provi- 
sion. 

Section 44. This section should be amended so as to read as fol- 
lows : " The directors of any mutual fire insurance company may, 
from time to time, by vote, fix and determine the amount to be 
paid as a dividend upon policies expiring during each year, but 
policies of the same duration shall be given the same rate of divi- 
dend. Any such dividends remaining uncalled for at the expiration 
of five years after the expiration of the policies to which they at- 
tach, shall be forfeited to the company. Each policyholder shall be 
liable to pay his proportional part of any assessments which may 
be laid by the company in accordance with law and his contract, on 
account of losses and expenses incurred while he was a member, if 
he is notified of such assessment within one year after the expira- 
tion of his policy. When an assessment is ordered the directors 
shall forthwith cause written notice and demand for payment to be 
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made upon each person subject thereto, by mail or personal service. " 

There has been no case of extra dividends by five-year periods. 
The companies distribute annually all except what they are al- 
lowed to set aside for a permanent fund under section 43. The 
reason why it is desirable to change this section is, that people are 
misled thereby to expect distributions in five-year periods, while 
the practice is to pay dividends annually. 

Section 48. All of this section except the last sentence should be 
stricken out, and the last sentence should be added to the end of 
section 44, as amended. So much of Section 48 as is stricken out 
is obsolete, for there has been no assessment by that method for 
many years, the method provided by Section 49 being always used, 
and being satisfactory. 

Section 51. We recommend that this section be stricken out. We 
see no reason why a mutual fire company should not be allowed to 
extend its business into any States which will admit it. In the 
business of fire insurance, risks are better scattered than localized. 

Section 61. In the interest of uniformity, and to put fidelity and 
surety companies upon the same foundation as other companies in 
this respect, we recommend that the limitation upon the liability 
which they may incur for any one person to an amount not larger 
than one-tenth of its paid-up capital be changed to one-tenth of its 
net assets. In this connection we make the same recommendation 
which we made in regard to Section 20, — that the taking of such 
excessive risk by a foreign company outside the Commonwealth 
should be ground for refusing to allow it to do business longer in 
the State. 

Section 64 (present law, 63). In the first paragraph the clause 
" in the securities in which domestic insurance companies may in- 
vest their capital " should be stricken out and the following substi- 
tuted : " subject to the same limitations as are imposed upon the 
investment of the capital of domestic insurance companies." The 
present law would permit, for example, investment of the entire 
capital in one mortgage, and that mortgage might be for the entire 
value of the property. 

Section 71 (present law, section 70). If our recommendations 
hereinafter made as to the annual report of insurance companies 
are followed, this section will be redundant and less specific. 
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11. 

MEASURES RECOMMENDED ELSEWHERE WHICH ARE 
ALREADY EMBODIED IN WHOLE OR IN PART IN MASSA- 
CHUSETTS LAW. 

We pass now to consider the second branch of Your Excellency's 
inquiry. 

We have examined with care the resolutions adopted by the 
Chicago Conference of Governors, Attorneys-General and Insurance 
Commissioners, held Feb, 1 and 2, 1906 ; the resolutions suggested 
by the committee of fifteen appointed by that conference ; the re- 
port of the Armstrong committee of the Legislature of New York ; 
the bills recommended by that committee, both in their original and 
amended form ; the acts which have been passed by the Legislature 
of New York and other States ; and have the honor to advise in re- 
gard thereto as follows : — 

1. Registration of Legislative Counsel and Agents, 

The Armstrong committee reported a bill, which has become a 
law (chapter 321, section 1 [section 66] ), *1 requiring the names of 
legislative counsel and agents to be registered upon a public docket, 
and all expenses paid or incurred in connection with the legislation 
to be set out in itemized statements. Massachusetts several years 
since enacted a similar law. (See Revised Laws, chapter 8, sections 
23-32.) 

2. PROHromoN OF "Preliminary-term" Valuation. 

The Legislature of New York, pursuant to the recommenda- 
tions of the Armstrong report, has abolished the ^stem of 
" preliminary-term" valuation. At the same time the committee of 
fifteen, appointed by the Chicago conference, have expressed them- 
selves in favor of adopting one-year '^preliminary-term" valuation 
and have repudiated the method of " select and ultimate" valuation 
favored by the Armstrong report, and to which New York is now 
committed. The method of preliminary-term valuation has never 
been allowed by the Massachusetts Insurance Commissioner, whose 
refusal to allow it has been held by our Supreme Court to be justi- 
fied by the law of Massachusetts. (See Provident Savings Life As- 
surance Society of New York v. Cutting, 181 Mass., 261.) 

*1 References to the New York law in this report are by chapter and section of the 
laws of 1906. and by the section numbers of the general laws of New York. 
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In order'^that the issue may be understood, it is necessary to 
define in detail what the valuation of a life insurance policy means, 
The net value of a policy at any time is the exact mathematical cost 
of the insurance to the company, assuming that the premium will 
earn a certain rate of interest, and that policyholders will die ac- 
cording to the mortality table. In other words, it is the unused 
portion of the net premium which the policyholder has paid. The 
net premium is the amount which the company would have to 
charge to meet its policy obligations, under the rates of interest and 
mortality assumed, disregarding all other expenses. The price 
which the insured pays is the gross premium ; it is found by adding 
an arbitrary amount, called " loading," to the net premium to cover 
expenses. 

To illustrate : Suppose one at age thirty buys $1,000 of life insur- 
ance for a single year. The net premium is the present value of 
$1,000 payable in a year, to wit, $961.54, multiplied by the small 
fraction, .008425, which represents his chance of dying within the 
year, or $8.10. The net value of this policy at the beginning of the 
year is $8.10. This value grows less and less, until at the end of 
the year its value is zero, and the insurance is over. If, then, at 
age thirty-one, he buys another year of insurance, the net premium 
is $8.25 ; the premium grows with increasing rapidity, until at age 
seventy the net premium for one year's insurance will be $62.44. 
Such a policy is called a yearly renewable term policy ; at the be- 
ginning of each year its net value equals the net premium ; at the 
end of each year its net value is zero. 

Suppose, now, instead of paying these rapidly increasing premi- 
ums, he prefers to buy insurance for life in one sum paid at age 
thirty. He must pay a net single premium of $306.17 ; if he waits 
till sixty, he must pay $599.43. Obviously, whenever he buys it, its 
value is increasing every year, because it will cost more every year 
to replace it At age sixty such a policy taken at age thirty would 
have paid to the company, assuming compound interest at 4 per 
per cent, $993.03, exclusive of loadings ; and the difference between 
that amount and the net value at age sixty, or $393.60, would have 
gone to pay the policies of those who died. 

But suppose he takes the ordinary form of policy, paying the 
premiums in equal annual installments. This series must equal in 
present worth the single premium. At age thirty the level pre- 
mium which, if paid throughout life, equals $306.17 paid down, is 
$16.97 ; at age thirty-one the amount is $17,49 ; and so on in in- 
creasing amounts. 

This policy differs from the yearly renewable term policy in that 
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it has a value at the end of the first year. The first premium was 
large enough to pay for the first yearns insurance and leave a bal- 
ance to increase at compound interest and offset the later level pre- 
miums, which will be smaller after a term than the cost of each 
year's insurance. This balance is the net value of the policy at the 
end of one year. By reason of the policy which he took at age 
thirty, the insured is now, at age thirty-one, paying less than if he 
should take a policy at thirty-one. The value of the policy, then, is 
the difference between what he would have to pay if he were begin- 
ning at thirty-one, and what he can buy it for under his year-old 
policy. To make the subtraction, both amounts must be reduced to 
present worth ; subtract from the net single premium at age thirty- 
one, that is, what the insurance for life is worth at the date of val- 
uation, the present worth of the series of net level premiums there- 
after payable at the rate for age thirty. 

$312.62— $303.31=$9.31. 

The net values of all a company's policies, added together, make 
up a sinking fund which the company must keep in secure assets 
to be mathematically solvent. This sinking fund is called the 
reserve liability. 

Such a policy having a net value of $16.97 at the beginning of its 
first year and $9.31 at the end of its first year, and this net value 
being a liability of the company, a large part of the first gross pre- 
mium must be invested to off set the liability, and is thus removed 
out of the reach of the soliciting agent, who feels that he ought to 
have the greater part of the gross premium for instructing the in- 
sured in the advantage of life insurance and the merits of his com- 
pany. 

Established companies meet the agent's claim by taking some- 
thing from the surplus which the old policyholders have contributed 
to pay part of the expense of getting the '*new blood." If the new 
risk stays, he raises the vitality average for the benefit of all ; 
while, if he withdraws, he forfeits his payments, or part of them, 
to the remaining members. But new companies and some estab- 
lished ones have been accustomed to collect a large part of the 
agent's commission from the new policyholder, as a sort of initia- 
tion fee, by leading him in a roundabout way to contribute most of 
the first year reserve for expenses. 

This is the method of **preliminary-term" insurance recently 
sanctioned by the Chicago committee. 

The companies write the ordinary level premium policy in this 
form: 

In consideration of the payment of twenty-one dollars, the com- 
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pany hereby assures the life of A, B. in the sum of one thousand 
dollars for the term of one year from the date hereof ; this insur- 
ance will be renewed for the remainder of the lifetime of the in- 
sured by the further payment of twenty-one dollars on or before 
the first day of January in every year. 

Now, whether the policy is written in this form or in the ordinary 
form, it is equally a contract for life, subject to be terminated by 
the assured's failure to renew by paying the second premium. The 
'^preliminary-term" form is simply an expression in language of the 
legal effect of the ordinary form. If it were really a one-year term 
policy, followed by a policy for life, the premium the first year 
would be approximately $10, instead of $21. 

Now, having written the policy in this misleading form, they 
proceed to value it the first year as a one-year term. It has, there- 
fore no value at the end of the year, and begins to accumulate a 
reserve at the beginning of the second year. 

The following table shows the effect upon this policy of "pre- 
liminary-term" valuation, as compared with net valuation : 



AGB AT VALUATION. 



Thirty-one years 

Thirty-two years , 

Thirty-three years... 
Thirty-four years.... 

Thirty-five years 

Thirty-six years , 

Thirty-seven years.. 
Thirty-eight years... 
T»>irty-nine years.... 
Forty years 



Preliminary 


Net 


term 
Valuation. 


Valuation. 


$0 00 


$9 31 


9 70 


18 91 


19 70 


28 83 


30 03 


39 06 


40 70 


49 63 


61 71 


60 54 


63 08 


71 80 


74 84 


83 45 


86 98 


95 49 


99 53 


107 91 



The reserve under the " preliminary term " method approaches 
as its limit the reserve under net valuation, but never reaches it, 
until the end of the mortality table, in case of a whole life policy, 
or until the end of the premium-paying period in case of a limited 
payment or endowment policy. 

The method of net valuation, which has been required by Massa- 
chusetts law ever since Statutes of 1856, chapter 252, disregards 
expenses on the one side of the account and loadings on the other 
side. It is equivalent to putting into liabilities the present value of 
the aggregate insurance, and into assets the present value of the 
aggregate net premiums receivable. It is, therefore, more than a 
test of solvency— a test of safety. 

An absolute test of solvency is impossible, owing to the uncertain 
variation of lapses. An approximate test of solvency would be 
complete gross valuation ; that is, putting into assets the present 



Digitized by 



Google 



494 Exhibits 



value of the gross premiums receivable, and into liabilities, besides 
the present value of the insurance, the estimated present value of 
what the future expenses are expected to be. The tendency would 
be to estimate future expenses too low. This method of testing 
the condition of a company has led to disaster.* 

Preliminary-term valuation is a step toward complete gross val- 
uation, which may be made longer by treating the first two or 
three or four years as a preliminary term, instead of one year only. 

The " select and ultimate " method of valuation adopted this year 
in New York is a shorter step in the same diirection. It proceeds 
upon the well-known fact that persons newly insured are, by reason 
of medical selection, better risks for a few years than the average 
in the company on whose lives the mortality table is based ; it pro- 
vides for putting into the assets, besides the present value of future 
net premiums receivable, the present value of expected gains from 
mortality during the first five years. It is a book-keeping device 
which puts into assets a part of the expected loadings, without 
adding to liabilities any part of the anticipated expenses. 

The effect is that every policy less than five years old has less re- 
serve than under our system of net valuation, while at the end of 
the fifth year and thereafter its reserve is the same. (For a full 
discussion of this method we refer to the Armstrong report, second 
edition, pp. 409-416.) 

We feel that this method of book-keeping is particularly unsafe 
for new companies, the starting of which it is designed to aid ; be- 
cause, while in the average of first-year policies the mortality may 
be 50 per cent. less than in the average of insured lives, as esti- 
mated in the select and ultimate tables, assuming the correctness 
of those compilations, it is not uncommon for the mortality in a bad 
year to exceed this estimate. Consequently, a new company, hav- 
ing the misfortune to strike a bad year or two at the start of its 
business, might find itself insolvent before reaching the good years. 
We deem it inadvisable to encourage the spending of surplus before 
it is attained. 

We believe that Massachusetts should not yield the position of 
highest standard by adopting either the preliminary-term method 
or the compromise, wKich has at present the sanction of New 
York. The effect of this diversity of law will be that the prelimin- 
ary-term life insurance companies may be admitted to other States 
than New York and Massachusetts, and that certain other compa- 
nies may pass the test of the New York valuation, though below 

*See Massachusetts Insurance Report, 1860, p. 25 (Appendix); 1865, p. 57; 1869, 
p. 28. 
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the standard required by Massachusetts. This can do no harm to 
the citizens of our Commonwealth. 

As for new companies that may be organized in Massachusetts, 
we believe it wiser that the expenses of new business be paid out of 
actual surplua, raised at the start, rather than out of that part of 
the net reserve which it is hoped may become surplus. 

3. PUBUCITY. 

It is fundamental that a business which consists in receiving 
money of the people upon the promise to repay it after many years 
ought to be conducted with the fullest publicity which modern cor- 
poration accounting can secure. 

(a) Annual Reports.— The legislature of New York, in accord- 
ance with the reconunendation of the Armstrong committee, has 
passed legislation (chapter 826, section 39 [section 103] ) requiring 
all life insurance companies doing business in the State of New 
York, in their annual reports to the Insurance Commissioner of 
that State, to give the following details as to the property and busi- 
ness transactions of the companies : — 

" (1) All the real property held by the corporation, the dates of 
acquisition, the names of the vendors, the actual cost, the value at 
which it is carried on the company's books, the market value, the 
amounts expended during the year for repairs and improvements, 
the gross and net income from each parcel, and if any portion 
thereof be occupied by the company the rental value thereof, a 
statement of any certificate issued by the superintendent extending 
the time for the disposition thereof, and all purchases and sales 
made since the last annual statement, with particulars as to dates, 
names of vendors and vendees, and the consideration. 

"(2) The amount of existing loans upon the security of real 
property, stating the amount loaned upon property in each state 
and foreign country. 

" (3) The moneys loaned by the corporation to any person other 
than loans upon the security of real property above mentioned and 
other than loans upon policies, the actual borrowers thereof , the 
maturity and rate of interest of such loans, the securities held 
therefor, and all substitutions of securities in connection therewith, 
and the same particulars with reference to any loans made or dis- . 
charged since the last annual statement. 

** (4) All other property owned by the company or in which it has 
any interest (including all securities, whether or not recognized by 
the law as proper investments), the dates of acquisition, from whom 
acquired, the actual cost, the value at which the property is carried 
upon the books, the market value, the interest or dividends received 
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thereon during the year ; also all purchases and sales of property 
other than real estate made since the last annual statement, with 
particulars as to dates, names of purchasers and sellers, and the 
consideration ; and also the income received and outlays made in 
connection with all such property. 

"(5) All commissions paid to any persons in connection with 
loans or purchases or sales of any property, and a statemeut of all 
payments for legal expenses, giving particulars as to dates, 
amounts and names and addresses of payees. 

" (6) All moneys expended in connection with any matter pend- 
ing before any legislative body or any officer or department of gov- 
ernment, giving particulars as to dates, amounts, names and ad- 
dresses of payees, the measure or proceeding in connection with 
which the payment was made, and the interest of the corporation 
therein. 

" (7) The names of the officers and directors of the company, the 
proceedings at the last annual election, giving the names of candi- 
dates and the number of votes cast for each and whether in person, 
by proxy or by mail. 

" (8) The salary, compensation and emoluments received by of- 
ficers or directors, and where the same amounts to more than five 
thousand dollars that received by any person, firm or corporation, 
with particulars as to dates, amounts, payees and the authority by 
which the payment was made ; also all salaries paid to any repre- 
sentatives either at the home office, or at any branch office, or 
agency, for agency supervision. 

" (9) The largest balances carried in each bank or trust company 
during each month of the year. 

" (10) All death claims resisted or compromised during the year, 
with particulars as to sums insured, sums paid and reasons assigned 
for compromising the same in each case. 

" (11) A complete statement of the profits and losses upon the 
business transacted during the year and the sources of such gains 
and losses, and a statement showing separately the margins upon 
premiums for the first year of insurance ascertained ac- 
cording to the select and ultimate method of valuation 
as provided in Section Eighty-four of this chapter, and the 
actual expenses chargeable to the procurement of new business 
incurred since the last annual statement, as enumerated in Sec- 
tion Ninety-seven of this article. A foreign corporation issu- 
ing both participating and non-participating policies, shall make a 
separate statement of profits and losses, margins and expenses, as 
aforesaid, with reference to each of said kinds of business, and also 
showing the manner in which any general outlays of the company 
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have been apportioned to each of such kinds of business. 

" (12) A statement separately showing the amount of the gains 
of the company for the year attributable to policies written after 
December thirty-first, nineteen hundred and six, and the precise 
method by which the calculation has been made. 

" (13) The rates of annual dividends declared during the year for 
all plans of insurance and all durations and for ages at entry, 
twenty-five, thirty-five, forty-five and fifty-five, and the precise 
method by which such dividends have been calculated. 

" (14) A statement showing the rates of dividends declared upon 
deferred dividend policies completing their dividend periods for all 
plans of insurance and the precise methods by which said dividends 
have been calculated. 

" (15) A statement showing any and all amounts set apart or pro- 
visionally ascertained or calculated or held awaiting apportionment 
upon policies with deferred dividend periods longer than one year 
for all plans of insurance and all durations and for ages of entry as 
aforesaid, together with the precise statements of the methods of 
calculation by which the same have been provisionally or otherwise 
determined. 

"(16) A statement of any and all reserve or surplus funds held 
by the company and for what purpose they are claimed respectively 
to be held." 

The above law, except as to the select and ultimate margins for 
expenses, was also endorsed by the committee of the Chicago con- 
ference. 

Under the present Massachusetts law (Revised Laws, chapter 
118, section 96) the Insurance Commissioner has power to require 
all companies doing business in this State to file sworn state- 
ments of all their business transactions in such form as he may 
determine. While, therefore, the Insurance Commissioner is al- 
ready authorized to require a statement of all the matters covered 
by the New York law, we think it better that our law be so amended 
as to make the furnishing of such a statement, except as to the 
above-mentioned select and ultimate margins, compulsory on the 
companies, together with answers to any additional inquiries which 
the commissioner may make. Such amendment will free the In- 
surance Commissioner from responsibility for the matters as to 
which statements are required, and will insure uniformity both in 
substance and in form. 

(b) Gain and Loss Exhibit. — In recommending as part of such 
annual statement a " gain and loss exhibit, '' so called— that is, a 
statement of the profits and losses upon the year's business, together 
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with the sources of such profits and losses— we have not been un- 
mindful of the seriousness of the objection most often raised to the 
furnishing of such a statement, namely, that it provides unscrupu- 
lous insurance agents with a means of unfair comparison of rival 
companies by reason of the ease with which they can compare, to 
the seeming advantage of their own companies, items which are es- 
sentially unlike. But we believe the advantages to be gained from 
such an exhibit far outweigh the evils apprehended, and that such 
evils can be minimized by requiring such exhibits to be uniform, 
and in such detail as to prevent such unfair comparisons. To this 
end we recommend that the exhibit be required to be in such form 
as may be approved by the Insurance Commissioner. 

(c) Examinations under Oath.— The recently enacted law of New 
York (chapter 326, Section 10 [Section 39] ) gives the Insurance 
Superintendent power to examine, under oath, not only the officers 
and agents of the insurance company, but any person believed by 
him to possess material information regarding the company^s busi- 
ness, property or affairs, and also to compel such person to produce 
any book or paper in his custody deemed to be relevant to the ex- 
amination. Under our law (Revised Laws, chapter 118, Section 6) 
the Insurance Commissioner has power to examine, under oath, any 
persons relative to the company's affairs, transactions and condi- 
tion, but has no express power to compel the production of books 
and papers not the property of the company or its agents. 

The Chicago committee has not given any specific directions in 
this regard to its sub-committees, which are engaged in drafting in- 
surance measures. 

We believe the Massachusetts law is sufficient, and the results at- 
tained under it have been satisfactory. We do not, therefore, 
recommend any further legislation on this matter. 

(d) Examination of Companies at Instance of Policy Holders.— 
Upon the recommendation of the Armstrong committee, recent 
legislation in New York requires the Superintendent of Insurance 
to examine companies at the instance of policy-holders, as well as 
of stockholders and judgment creditors, provided affidavit is fur- 
nished to the commissioner of facts, which, in his opinion, make 
such examination advisable. 

Under the Massachusetts law (Revised Laws, Chapter 118, section 
6) the policyholder has the same rights as a stockholder or creditor. 
Examinations of domestic companies must be made by the commis- 
sioner upon the request of five or more stockholders, creditors, 
policyholders or persons pecuniarily interested upon affidavit being 
made ; and the commissioner is empowered to examine foreign com- 
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panies whenever he deems it prudent for the protection of policy- 
holders in this Commonwealth. These provisions of law have been 
ample for the security of policyholders, and we do not recommend 
any change in regard to them. 

4. Officers and Directors not to be Pecuniarily Interested in 

Transactions of the Company. 

The Massachusetts statute nearest in effect to the recommenda- 
tion of the Armstrong report upon this point (Revised Laws, chap- 
ter 118, section 25) does not go so far as chapter 326, section 9 [sec- 
tion 36], of the New York law recently enacted, in that, while it 
prohibits officers and members of investment committees from re- 
ceiving any benefit on account of loans made by or in behalf of the 
corporation, it does not prohibit an officer or director from being 
pecuniarily interested in any purchase by the company or sale to it 
of any property. The Chicago committee has made no specific 
mention of this point. 

We recommend that an amendment covering this point be made 

5. The Poucy op Insurance to Contain the Entire Contract. 

Statements of the Insured to be Representations, and not 
Warranties. 

The provisions of the new section of the New York law, known as 
section 16 [section 58] of chapter 326, are in substance contained in 
our law (Revised Laws, chapter 118, sections 73 and 21), which pro- 
vides that : "Every policy which contains a reference to the applica- 
tion of the insured, either as part of the policy or as having any 
bearing thereon, must have attached thereto a correct copy of the 
application, and unless so attached the same shall not be considered 
a part of the policy or received in evidence ; " that no life insurance 
company shall issue a policy to a resident of Massachusetts, "which 
does not bear in bold letters upon its face a plain description of the 
policy, so fully defining its character, including dividend periods 
and other peculiarities, that the holder thereof shall not be liable to 
mistake the nature or scope of the contract ; " and that " no oral or 
written misrepresentation or warranty made in the negotiation of a 
contract or policy of insurance by the assured or in his behalf shall 
be deemed material or defeat or avoid the policy or prevent its at- 
taching unless such misrepresentation or warranty is made with 
actual intent to deceive, or unless the matter misrepresented or 
made a warranty increased the risk of loss." 

The Chicago committee has endorsed this principle. As it is 
already a part of our law, we recommend no change. 
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6. False Estimates and Misrepresentations Prohibited, 

This recommendation of the Armstrong committee, adopted in 
the new section known as section 18 [section 60] of chapter 326, is 
partially covered by the Massachusetts statute, section 73, hereinbe- 
fore cited. 

The New York law provides as follows : — 

Section 18. Estimates and misrepresentations prohibited. No 
life insurance corporation doing business in this state and no officer, 
director or agent thereof shall issue or cirulate, or cause or permit 
to be issued or circulated, any estimate, illustration, circular or 
statement of any sort misrepresenting the terms of any policy is- 
sued by it or the benefits or advantages promised thereby, or the 
dividends or share of surplus to be received thereon, or shall use any 
name or title of any policy or class of policies misrepresenting the 
true nature thereof. Any violation of this section shall constitute 
a misdemeanor. 

This section of the New York law has been conunended by the 
Chicago committee. 

While our law requires the face of the policy to define truthfully 
its character, it does not, as we recommend prohibit officers and 
agents from circulating estimates or illustrations misrepresenting 
the benefits or advantages promised by the policy. 

7. Poucyholders TO Have the Right to Bring Suit Directly 
Against the Ck)MPANY. 

In consequence of the Armstrong committee's recommendation, 
the New York Legislature, for the reason that policyholders ought 
to have free access to the courts, to have their rights determined, 
has repealed that section of the New York law (section 56, Statutes 
of 1890, chapter 400) which provided that no decree for accounting 
or interfering with the prosecution of the business of any domes- 
tic insurance corporation should be made otherwise than upon 
the application of the Attorney-General, or upon the Attomey-Gen- 
eral's approval of a request in writing therefor made by the Super- 
intendent of Insurance, except in an action by a judgment creditor. 

In Massachusetts, policyholders of the old line or l^^al reserve 
companies have always had free access to the courts. Our law re- 
quiring certain proceedings against fraternal insurance companies 
to be brought only by the Attorney-General or by the Insurance 
Commissioner (Revised Laws, chapter 119, section 19) does not go 
to the extent of the above-cited repealed New York law. 

No change is needed in our law in this respect. 
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8. PROHmmoN of Assessment Insurance Other Than Fraternal, 

The New York law (chapter 326, sections 40, 41 [sections 200, 204] ) 
prohibits, after June 1, 1906, the incorporation in New York or the 
admission to New York of assessment insurance companies, organ- 
ized for the purpose of transacting life or casualty insurance on the 
assessment plan, except fraternal beneficiary associations. 

Massachusetts has already, by Statutes of 1899, chapter 229 (Re- 
vised Laws, chapter 118, section 65), prohibited assessment 
insurance other than fraternal insurance, except for the pur- 
pose of insuring against sickness and accident to the 
insured (Revised Laws, chapter 120). By that act assessment life 
companies then incorporated or admitted here were required to 
abandon their business, unless, within a limited time, which has ex- 
pired, they changed over to the legal reserve plan. 

As the character of the risk assumed in insurance against sickness 
and accident does not, as in the case of life insurance, require a con- 
stantly increasing reserve— approaching as its limit the face of the 
policy— we are satisfied that such insurance may be safely trans- 
acted upon the assessment plan, and therefore we do not recommend 
any change of our law in this regard. 

in. 

RECOMMENDED MEASURES, NOT EMBODIED IN OUR LAW 
DEEMED DESIRABLE. 

9. Regulation OF Companies OF Other States. 

In the first enthusiasm for reform, it was suggested on all sides 
that the State ought to regulate not only its own insurance corpor- 
ations, but also those of the other States. Since the business of in- 
surance among the States is not covered by the commerce clause in 
the United States Constitution, each State has the power to exclude 
the insurance corporations of all the other States, and consequently 
may impose upon them such conditions as to taxes, fees, manage- 
ment and business methods as its policy or caprice may dictate. 
How far the State shall go in dealing with the insurance companies 
of other States is limited by considerations of public policy, not of 
power. Some rules of exclusion are salutary and necessary to pro- 
tect our citizens from undesirable foreign companies. We should 
require conditions of the fullest publicity, and compliance with tests 
of solvency and honesty. Beyond this, to seek to regulate the busi- 
ness management of corporations of other States does not accord 
with comity or justice. It leads to the imposition of contradictory 
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demands, for what one State may compel, another may forbid. Uni- 
formity of law is not to be had by one State's legislating for all the 
other States — a course which brings retaliation. The evil of diver- 
gent laws can be minimized only by each State's seeking to secure the 
highest perfection in its own corporation laws by means of the least 
amount of legislation that will accomplish the purpose. 

The Armstrong committee has wisely changed its views upon 
this point, and in the second edition of its proposed bills has limited 
most of its business regulations to the companies of New York. 

In the first part of our report we have recommended a require- 
ment, uniform with that of New York, enforcing publicity in detail 
in repect to both domestic and foreign companies ; and we have rec- 
ommended that our valuation law applying to all such companies, 
which is a more severe test than that with which New York is ex- 
perimenting, bfe retained. 

In discussing now the suggestions to deal with the internal man- 
agement of companies, we direct attention to the fact that we shall 
confine our observation to the Massachusetts companies, and that 
in this State we have different material for our consideration 
than that which led to the suggestions for reform in New 
York. 

In general, New York has dealt with her own companies. We 
shall deal with ours, having in mind the different conditions which 
have attended their development. In such dissimilarity of legislation 
as may result from the diverse conditions in the various States re- 
specting the internal management of their own companies, there is 
not the harm which obviously results from conflicting rules for the 
conduct of the business of foreign companies. 

The New York law, in regulating the affairs of the New York 
companies, deals first with their organization under general law. 

Organization of Life Insurance Companies. 

While the laws of New York have permitted incorporation 
of stock life insurance companies only, in Massachusetts no 
life insurance company, either stock or mutual, may be organ- 
ized under general law. This omission is doubtless due to 
the difficulty of launching a new company in competition with 
the existing companies, whose surplus funds provide means 
for securing business, and whose agency organizations are 
established. Such a general law has been opposed on the ground 
that it is against public policy to allow experiment to be made in a 
business which involves the entering by the insured into long-term 
contracts from which they cannot withdraw without substantial 
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loss, and in many cases, indeed, without losing all insurance, through 
subsequent impairment of health, unless the company with which 
such contracts are to be made seems, to the Legislature granting it 
a special charter, to offer a sufficient prospect of permanent suc- 
cess. 

The Armstrong report (p. 260) recommended, and the New York 
law (chapter 326, section 19 [section 70] ) now provides for, the in- 
corporation under general law of mutual companies as well as stock 
companies. We have been told that there is to-day in Massachus- 
etts an urgent desire for a law permitting the incorporation, with- 
out special charter, of life insurance companies ; and it has been 
suggested that, if such companies are organized without being com- 
mitted to the agency system, with its attendant expense for com- 
missions, they ^lay offer to people who seek insurance for them- 
selves policies at a less cost. Serious dangers to the public would 
result from the upspringing of temporary and experimental com- 
panies ; but we are convinced that the Legislature may safely sat- 
isfy the demand for a general law by laying down rules to insure 
the soundness and good faith of the enterprise, and by vesting dis- 
cretionary power with the Insurance Commissioner to pass upon 
those matters, before authorizing the company to begin business. 

Indeed, we think the public interests will be better served by 
stringent general regulations,applying to all new enterprises of this 
character, than by the varying restrictions of special legislation. 

Believing that good results may follow from the existence of the 
two kinds of companies in competition with each other,the one serv- 
ing as a check upon the other, and making possible comparisons 
that tend to reveal mismanagement, we recommend that freedom 
be given to organize upon either thestock or mutual plan. 

The general law that we recommend for the incorporation of new 
life insurance companies should contain the following essential ele- 
ments:— 

(a) Mutual Plan.— Before such company is allowed to begin busi- 
ness, it should be required to satisfy the Insurance Commissioner 
that at least 500 persons in good health have applied for level pre- 
mium policies therein, aggregating at least $1,000,000, and have 
each paid to the treasurer of the company one annual level premium in 
cash ; and, further, that it has a guaranty capital of not less than 
$100,000 paid in in cash. It should be further provided that the 
stockholders shall be entitled to a dividend of not more than 8 per 
cent, per annum if the surplus is sufficient to pay the same; and 
that the capital stock shall be retired whenever upon its retire- 
ment the surplus remaining shall be not less than 10 per cent, of 



Digitized by 



Google 



504 Exhibits 



the reserve liability of the company, and not less than $100,000. 

The guaranty capital is necessary in order to provide a working 
fund which the company may use while establishing its business 
upon a solid foundation. 

It should be further provided that the guaranty capital shall not 
be deemed a liability in determining the financial condition of the 
company. 

The New York law (chapter 326, section 20 [section 71] ) provides 
that a working fund may be secured in the form of a loan; but, fol- 
lowing the precedents of the special legislation of this Common- 
wealth, we believe it to be preferable that this guaranty fund should 
be derived from temporary capital stock. 

(b) Stock Plan.— Before such company is allowed to begin busi- 
ness, it should be required to satisfy the Insurance Commissioner 
that it has a capital of $200,000 paid in in cash, and a surplus of at 
least $100,000. A surplus sufficient to cover all reasonable expenses 
of the company is necessary to prevent impairment of the capital 
under the Massachusetts law. 

11. Choice of Directors in Mutual Companies. 

(a) How to secure the effective exercise of the franchise of the 
policyholders of a mutual company is a problem that has engaged 
the serious attention of both the Chicago committee and the Arm- 
strong committee. The former suggests that each policyholder be 
notified by mail of every meeting ; that members may cast their 
votes personally or by mail, or by proxy, or by representation ; that 
a system of cumulative voting shall be adopted ; that a list of the 
candidates for offices shall be mailed to each member at least thirty 
days before election ; and it provides for the holding of district 
meetings by policyholders, at the expense of the company, for the 
election of district representatives to attend and vote at the meet- 
ings of the company. The Chicago committee has further con- 
demned the compulsory publication of lists of policyholders by the 
companies. 

The Armstrong committee opposes the plan for district represen- 
tation, and has commended a very elaborate method of direct voting 
in person, or by proxy, or by mail, at the option of the policy- 
holder ; and to make possible organized movements among the pol- 
icyholders, it has recommended that a publication of the lists of 
policyholders be required. 

The New York Legislature has adopted these suggestions 
(chapter 326, section 30 [section 94] ). 

We doubt whether the policyholders in any company affected by 
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the complicated provisions of the New York laws or of laws which 
may be enacted elsewhere relative to a representative form of 
government will avail themselves to any great extent of these 
privileges. The Armstrong investigation (Armstrong report, p. 4), 
showed that, in a company having over 400,000 policyholders, each 
having a right to vote for trustees, for many years not more than 200 
votes had been cast at any election. The recent experience of Mr. 
Cleveland and his fellow trustees of the Equitable Life Assurance 
Society is a striking illustration of the inertia of the policyholders, 
even at a time of great public interest in these questions. Within 
a year these gentlemen communicated with the policyholders of the 
Equitable Life Assurance Society, and made earnest effort to obtain 
something like an expression of their wishes, and suggestions from 
them of names for the board of directors. All policyholders were 
communicated with on perfectly independent lines. The result 
was that only a fraction over 1 J% of the entire number expressed 
any preference. 

(b) We are convinced that the evils attending the publication of 
lists of policyholders, open to everybody's examination, outweigh 
any possible good therefrom ; and that the policyholders themselves, 
whose welfare the law should serve, do not desire such publication. 

Many policyholders regard their relations with the insurance 
companies as confidential, and object to such publicity. Moreover, 
such lists will afford unfair agents opportunity for " twisting " un- 
informed policyholders from one company into another, to their 
disadvanfa^ ; and, what is a more serious evil, will make it practi- 
cable for unscrupulous men to put their agents upon the boards for 
unworthy purposes. The publication of such lists also will subject 
the companies to process of equitable attachment at the suit of cred- 
itors, who will pursue every company in which their debtors are 
insured, in the hope of finding policies having values not exempt 
from attachment. 

To require the filing of lists with the Insurance Commissioner, 
not as a public document, would put upon him a responsibility, in 
determining who should be allowed to see them, which he should 
not be called upon to hear. 

(c) State Directors. — We are also satisfied that the general 
experience of all the mutual companies indicates that action by 
the policyholders cannot be relied on for their continued pro- 
tection. In general, permanence in the management of a 
company is to be desired. Instability, change of methods, sub- 
servience to passing notions, are to be deplored. On the other 
hand, the policyholders have more at stake in the faithfulness of 
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directors than have investors in any other institution. Their posi- 
tion is unlike that of depositors in a bank, who are at liberty to 
withdraw their deposits if they lose faith in the directors. Policy- 
holders have made contracts the abandonment of which may mean 
irreparable loss. Their rights ought not to be jeopardized by the 
extra hazard that is involved in their society's being managed by a 
board of directors that is self -perpetuating, or whose election and 
re-election may depend upon their subserviency to one or more men 
in control of the corporation.^ Says the Armstrong report (pp. 4 and 
33) : "Executive officers have been in actual control, and in effect 
have been able to choose the members of the board of trustees 
through whom they in turn have been continued in office. The re- 
sult has been an autocracy, maintained almost without challenge. 
Whatever efforts have been directed against it have proved abor- 
tive." If action by policyholders numbering many thousands and 
distributed all over the world could be depended on to keep in the 
board of directors men who felt that their position was due to the 
policyholders and not to any other influence, the evils referred to 
would not be possible. Can the government make certain, without 
the action of the policyholders, but for their benefit, that there 
shall always be on the board of directors one or more who shall be 
entirely independent of the dominant force in the organization ? If 
this can be accomplished, it would seem, in a measure, to reduce 
the possibilities of evil that may come from a self-perpetuating 
board. 

This State long since established the policy of protecting the pub- 
lic interests in certain corporations where the State or the public 
was largely interested, by giving to the Governor the power to ap- 
point one or more members of the board of directors of such cor- 
porations. The presence upon such a board of public-spirited citi- 
zens, appointed by the State's Executive, could but inspire confi- 
dence, and would prevent directors and executive officers from 
forming a ring which circles upon itself without a break. It seems 
to the commission that the presence of such men upon the boards 
of directors of our life insurance companies would tend to give the 
public confidence, and would make impossible the growth of any 
such evils as have been recently brought to the public attention by 
developments in other States. 

We therefore recommend legislation requiring the Governor of 
the Commonwealth to appoint two directors, to serve upon the 
board of every mutual life insurance company hereafter organ- 
ized, and of every existing mutual life insurance company which 
shall accept the provisions of the act embodying this recommenda- 
tion. 



Digitized by 



Google 



Report of Massdchiisetts Commission 507 

12. DiSTRIBlTTION OF DlVTOENDS. 

The scheme of mutual life insurance requires that each member 
pay as premium more than a conservative estimate would require 
for the insurance and the expenses, so that the company may be on 
the safe side. From these overpayments and the income thereon a 
surplus results which naturally would belong to the policyholders 
who contributed it, in sums proportioned to the contributions of 
each policy. 

Obviously there are several ways of returning these overpay- 
ments. 

(a) The directors may distribute each year or at other arbitrary 
periods all the surplus, leaving the company at the date of distribu- 
tion just solvent. No one would advocate such a method, because 
the slightest shrinkage in investment values would impair the com- 
pany. 

(b) Contingency Reserve or Safety Fund.— The directors may in- 
vest a part of the surplus, and apportion or distribute the balance 
annually, or at other arbitrary periods. The invested part is held 
back for the security of the company. In a well-managed company 
the directors will leave some elasticity as to the amount retained. 
The financial outlook may suggest in some years the advisability of 
retaining more than in other years. Certainly a company would be 
open to criticism, which, by fixed rule, should require its directors 
to distribute annually all but an amount equal to 1 or 2 per cent, 
for example, of the reserve liability. Not only for the sake of as- 
suring solvency should the amount held asa " contingency reserve " 
or "safety fund" be a variable quantity, but also that dividends 
may be more constant. Policyholders know that the stock of a cor- 
poration which pays a dividend of 6 per cent, in one year and two 
per cent, the next is less to be desired for investment than stock 
which pays 4 per cent, steadily. Variable dividends from insurance 
are also apt to create distrust. The directors, therefore, should let 
their contingency reserve vary, that the dividends may be steady, 
increasing evenly as the policy contributes more and more to the 
surplus. 

Recent New York legislation (chapter 326, section 26 [section 
87] ) limits the amount which the company may retain for a contin- 
gency reserve or safety fund to a proportion of the reserve liability, 
the proportion varying from 20 per cent in case of a company having 
a reserve of less than $100,000, to 5 per cent in case of a company 
having a reserve of $75,000,000 or over. We see no reason for 
varying the proportion, except that a small company is likely to 
have greater fluctuations in mortality than a large company ; if 
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safety from loss in investment values requires a company with 
$15,000 reserve to keep a surplus of 10 per cent, thereof, a company 
with $100,000,000 reserve ought to keep a surplus of 10 per cent, 
also. In times of shrinkage of values, the shrinkage upon ten 
bonds will be ten times as much as that upon one bond. 

We deem it wise that the contingency reserve be limited by law 
to a maximum uniform percentage of the reserve liability, and that 
the percentage be large enough to allow a margin for safety in 
times of panic, as well as reasonable elasticity for the purpose of 
making dividends steady. The law of Massachusetts, enacted after 
deliberation in 1887 (Statutes of 1887, chapter 214, Section 75, re- 
pealed by Statutes of 1900, chapter 363, Section 2), fixed this per- 
centage at 10 per cent, besides the aggregate market value margin 
in excess of par of all bonds held. 

We believe that this provision of the repealed law was a wise one, 
and we recommend that companies be required to apportion to 
policyholders all the surplus in excess of a contingency reserve or 
safety fund, consisting of 10 per cent, of the reserve, not counting 
as surplus the excess of market value over par of all bonds held by 
the company ; provided, however, that a company shall not be re- 
quired to apportion or distribute the surplus, except such part 
thereof as may be in excess of $100,000. 

Such law will not injuriously affect the Massachusetts companies ; 
it will, however, prevent them from following the example of some 
foreign companies which have raised inordinate surpluses at the ex- 
pense of policyholders, and then used them to provide funds for 
speculation, and to furnish a pretext for excessive salaries to the 
officers who accumulated them. 

(c) Deferred Dividends.— We said at the beginning of this topic 
that the surplus would naturally belong to policyholders ; we mean 
it must be apportioned to them, unless they otherwise dispose of it 
by their contracts. Now policies may be issued by which the in- 
sured agrees that if he is living and the policy is in force at the end 
of five, ten, fifteen or twenty years from its date of issue, the com- 
pany will apportion to it its share of the surplus. 

This, in essence, is the so-called deferred-dividend policy, which 
has been in use by some foreign companies many years, and in var- 
ious forms by certain Massachusetts companies since 1900. The 
amounts which each policy has contributed to surplus are divided 
among the persistent survivors of the five, ten, fifteen or twenty 
year period. Many of the companies have encouraged by extra 
commissions to agents, the placing of these policies, and have accu- 
mulated the overcharges during long periods without accounting. 
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What chanced to be left at the end of the period would then be ap- 
portioned and distributed. 

The courts of New York, where the deferred-dividend policy has 
been much in use, have held that the company is under no legal or 
equitable obligation to the policyholders with regard to these con- 
tributions until after actual apportionment. * These vast accumu- 
lations were, therefore, free to be depleted for purposes of extra- 
vagance and speculation, as would not have been the case if the 
companies had been accountable for them, and the policyholders had 
had power to make effective complaint. 

It is important to dispel certain illusions as to the deferred-divi- 
dend system. The phrase " deferred dividend " in itself is a mis- 
nomer, and conveys a false impression. In the first place, the divi- 
dend, so called is not a dividend. It in no way represents earnings 
on a premium. It is merely a return of that portion of the prem- 
ium which constitutes an overcharge for insurance. In the second 
place, the dividend, so called, is not strictly " deferred. " The word 
"deferred" denotes that the event deferred will ultimately take place. 
The dividend deferred, however, may never take place ; it may never 
be realized. 

By the terms of all deferred-dividend policies a fund is accumu- 
lated for a stated period from the premiums of a given class. All 
members of the class contribute to the fund, but only those who 
pay their premiums and survive the stated period, commonly called 
the " persistent survivors, " receive any benefit from the fund. 
The members who die or lapse their premiums receive no share of 
the accumulation. The deferred-dividend policy not only defers di- 
vidends—and defers them possibly forever for the individual policy- 
holder— but also works a forfeiture in case of lapse, and in many 
companies in case of death also. 

It is urged, in favor of the deferred-dividend scheme ; first, that 
it is popular, and increases insurance ; second, that it causes a 
fairer distribution of dividends, and yields to the persistent sur- 
yivors— who bear the burden of dividends, and are the real bene- 
factors— ^a larger return than any other plan of insurance ; third, 
that it tends to prevent lapses, through the attraction of such large 
return ; and fourth that it creates stability and safety by increas- 
ing the surplus. 

There has grown up in the public mind a false idea of insurance 
—an idea that insurance is a form of investment for the making of 
money. This idea has been fostered by the false phrases " divi- 

* Qreef v. Equitable Life Assurance Society, 160 N. Y., 19; but see Pierce v. 
Equitable Life Assurance Society, 146 Mass., 56. 
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dend " and " deferred dividend, " as commonly applied in insurance. 
These phrases have assisted the genuises of life insurance in per- 
verting the public mind. The agent soliciting insurance harps on 
" investment '' and " dividends, " when he should harp on the safest 
and most economical method of providing protection against loss. 
The fundamental idea of insurance is one of protection,not of prof- 
it. It was conceived for the distribution of losses, not of gains. 

It is, of course, necessary to invest the funds that constitute the 
proper reserve ; that is, the actual reserve plus a proper margin to 
insure safety. It is unnecessary, however, and beyond the legitimate 
business of a life insurance company, to retain for re-investment any 
portion of the distributable surplus. The deferred-dividend system 
enables this to be done. 

The deferred-dividend scheme also appeals peculiarly to the hu- 
man instinct for gambling. Your loss is put away remotely upon 
your estate or beneficiaries, while your game glitters directly before 
your eyes. The master minds of insurance understood the seductive 
allurement of the system, and have capitalized it in every way. 
Many have followed it to forfeiture and loss. The indeterminate 
share of future " profits " has operated as a lure into a gamble, 
which under past conditions favored the company. 

The advocates of the system object to the argument that the de- 
ferred-dividend scheme is a gamble. Their reply is to the effect 
that all insurance is in substance a gamble, and that the deferred- 
dividend policy creates no more of a gamble than an ordinary en- 
dowment policy or an annuity contract. There are marked differ- 
ences, however, and an examination of the differences will reveal 
particular objections to the deferred-dividend policy. 

The insurance policy and the annuity contract are based upon the 
chances of living or dying ; and these chances, while uncertain in 
the particular case, are based upon mortality tables, which experi- 
ence has shown to be unvarying in their application to the entire 
body of policyholders. The deferred-dividend contract, however, is 
based not only upon the mortality tables, but also upon the chances 
of lapsing, of which there are no experience tables. In the insur- 
ance contract there is no forfeiture ; in the deferred-dividend con- 
tract the persistent survivors make their profit from the misfor- 
tune of others. 

The deferred-dividend system should be condemned even by those 
who believe in a gamble, because, under the conditions developed 
in other States by the system, it is not a fair gamble. A large 
portion of the accumulation on deferred-divided policies, which 
should have passed to the persistent survivors, has, in the larger 
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companies at least, been used to purchase the popularity of the 
system. According to the Armstrong report (pp. 304, 305), the 
popularity of the system "has been largely due to the representa- 
tions which have accompanied it, and to the fact that delusive 
statements have been encouraged by the efforts of the companies 
to extend business of this class through the payment of larger 
commissions than were allowed for other forms of business." 

As a matter of fact, whatever the theory may be, the deferred- 
dividend policyholders in the large insurance companies during the 
past ten years have not received a fair distribution. Under the 
conditions and systems of accounting that have prevailed, the de- 
ferred-dividend fund has been materially depleted, to the prejudice 
of the persistent survivors. The deferred-dividend premiums pass 
into what has been called a "blind pool," forming a part of the 
general surplus, but not kept distinct! and separate, and for which 
the company has been accountable practically to no one. The re- 
sult has been that the "blind pool" has been drained to cover ex- 
travagance and mismanagement and to meet various contingencies. 
These facts show the falsity of the argument that the system 
creates stability and safety by increasing the surplus. The large 
blind surplus has been an evil in itself. Furthermore, whatever 
stability has been established has been established largely by the 
improper manipulation of the deferred-dividend fund. 

The simplest and best way is to compel an accounting and an 
actual distribution each year ; or, in other words, to abolish the de- 
ferred-dividend system altogether. Destroy the root of the evil, 
rather than prepare experimental medicines to cure the results of 
that evil. 

The annual-dividend system has many virtues that are often 
overlooked. It helps the average man. It furnishes him with 
money each year in reduction of his premium. It tends in this way 
to prevent lapses. The policyholder under the deferred-dividend 
system who pays his premium for eighteen years, and then 
dies or cannot pay his remaining premiums, forfeits all in- 
terest in the accumulation. In the annual-dividend contract 
there is no forfeit. The policyholder is actually assisted 
in the payment of his premium by a dividend each year. 
He receives substance to keep him from lapse, while the de- 
ferred-dividend policyholder receives merely the promise of a future 
and speculative reward. The annual dividend is the only scheme 
that will enable the average policyholder to estimate the true cost 
of his insurance. The premium paid in each year less the dividend 
returned shows that cost clearly and plainly. An annual-dividend 
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system is also the only scheme that will operate as a practical test 
of the efficiency of the management of the company. 

The deferred-dividend scheme is not only unnecessary and con- 
ducive to the evil results already outlined, but it destroys mutuality, 
which is the very basis of the insurance idea. The fundamental 
principle of mutual insurance rests in the equal distribution of 
losses among a class of insurers associated together for common 
protection. The deferred-dividend system, as abeady shown, does 
not distribute the losses equally, but makes certain members of the 
class benefit at the expense of the other members. 

The consensus of opinion may now be said to be against such a 
system. New York has condemned the system, and the Chicago 
conference has declared against it. 

We recommend legislation prohibiting the issuing of deferred- 
dividend policies after Jan. 1, 1S08. 

(d) Remedy for Past Deferred-dividend Accumulations.— In pro- 
hibiting deferred-dividend policies for the future, we must not be 
unmindful of the surplus funds already accrued upon deferred- 
dividend policies now in existence. They cannot be distributed now 
to the persons who contributed them, for the terms of their policies 
forbid it. Yet the companies should be held accountable in regard 
to them, else the managers will have no incentive to make a good 
showing upon existing policies which are prohibited for the future, 
but being eager to pay annual dividends as large as possible, would 
be tempted to deplete these funds accumulated and to be accumu- 
lated on existing policies for the benefit of the holders of annual- 
dividend policies. 

Following the New York law, we have recommended, in Clause 15 
(see p. 19) of the requirements for the annual report, the following 
statement : 

" A statement showing any and all amounts set apart or provis- 
ionally ascertained or calculated or held awaiting apportionment 
upon policies with deferred-dividend periods longer than one year 
for all plans of insurance and all durations and for ages of ent^ as 
aforesaid, together with the precise statements of the methods of 
calculation by which the same have been provisionally or otherwise 
determined." 

It is not certain that the above-quoted requirement goes far 
enough to compel the companies to devote irrevocably any portion 
of the accumulations upon such policies to the policyholders, and 
charge it as a liability. 

We recommend that a law be enacted affecting all companies 
doing business in Massachusetts, foreign as well as domestic, which 
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shall provide, with respect to deferred-dividend policies already is- 
sued, that there shall be required an immediate accounting, an 
annual statement and provisional apportionment of surplus to each 
class of policyholders, and that the aggregate so apportioned to 
such policyholders shall be charged as a liability of the company. 

If this suggestion be adopted, certain misleading terms for undis- 
tributed money now in use will disappear. There will be no more 
"special reserve," "unassigned surplus," "contingent guarantee 
fund," etc., to be drawn upon for uses of extravagance. There will 
be a net reserve, and a contingency reserve or safety fund not ex- 
ceeding the amount prescribed by law ; while all the money in ex- 
cess of these reserves will be annually apportioned to the partici- 
pating policies, and distributed to those whose terms require dis- 
tribution. 

(e) Contribution to Surplus Plan. — In accounting to each policy- 
holder annually, companies have been left in doubt, by the law 
which prescribes the " contribution to surplus plan," upon the point 
whether a policy must have a dividend apportioned to it in the first 
years, before it has repaid the initial expense which it has caused 
the company. It is a question of equities between the old policy- 
holders and the new. 

The sources of surplus, aside from surrender charges and the sale 
of property above cost, are : — 

(1) Gains in actual over expected mortality, due to the fact that, 
in general, policyholders do not die as fast as the tables in use in- 
dicate. 

(2) Gains in interest earned over the assumed rate. 

(3) Gains from loadings, because in the long run the expense of a 
policy ought to be less than its aggregate loadings. 

In the first year of any policy it earns a share in the mortality 
gain of that year and a share in the interest gain of that year ; it 
also contributes an indefinite prospective gain from the accession 
to the company of a freshly examined risk, which raises the vitality 
average. But, instead of earning a share in the gain of that year 
from loadings, if any, it has caused the company an initial expense 
for agent's commission and medical examiner's fee, which more 
than offsets those gains from mortality and interest 

One interpretation of the contribution plan is that this policy has 
practically not contributed anything to surplus, because the total 
outgo has been greater than the total income on its account The 
other interpretation is that it should share in the sources of surplus 
to which it has contributed, and that the excess of expense over 
loading should be charged off against some other account, because 
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of a claimed advantage to the old policyholders from the access of 
this new business. 

We recommend that the law be so changed as to make it clear 
that each company has the right to determine for itself as to when 
the equities require the beginning of dividend payments upon new 
policies. If, as we have recommended under paragraph 3 each 
company be required to report its method of distributing sur- 
plus, they will be judged by their results. 

13. Expense. 

The New York law (chapter 326, section 33 [section 97]) limits 
the expense of placing new policies to the loadings on those policies 
plus the present worth of the assumed mortality gains according to 
" the select and ultimate method" of valuation, and limits the re- 
newal commissions to agents to a certain percentage of the gross 
premium for a certain number of years. While the compensation 
to agents depends on the loading, the size of which is not fixed by 
the law, yet the effect of competition will probably be to prevent 
substantial increase in loadings. Thus the effect of this law must 
oe either to limit arbitrarily agents' remuneration, or to increase 
the cost of insurance. 

The New York law rests on the theory that older policies ought 
not to be charged with any of the expense of getting new ones. 
But, as the accretion of new and healthy risks through their sur- 
plus vitality creates a surplus of money, it is fair that the older 
policyholders, who share in the benefit, should share in the burden. 

One of the most delicate questions which life insurance managers 
have to deal with is this question as to how much it is worth 
while to pay for new business. If the company stands still, the 
death rate rises and the gain from vitality diminishes ; if the com- 
pany pays too much for new business, the cost more than offsets 
the gain. 

The decision as to how much should be paid for the new blood is 
a matter of administration which, in our opinion, should be left 
with the directors, not assumed by the State. 

The Chicago committee has made no suggestion for legislation as 
to this and similar details of management. 

It has been urged upon us that the expenses of a life insurance 
company ought to be limited so that they shall not exceed the load- 
ings. The most concrete suggestion has been to prohibit a com- 
pany from allowing the aggregate expenses of any one year to ex- 
ceed the aggregate loadings of that year's business. This sugges- 
tion proceeds upon the theory that excessive expense should be re- 
flected in an increased gross premium, instead of in the smaller 
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dividends which result from using mortality and interest gains for 
expenses. We do not believe that such a restriction is advisable, 
for the following reasons : — 

Under such a requirement, no new company could be started, for 
the first year's loadings are not sufficient to pay the reasonably 
necessary first-year expen3es. A limitation of expenses to loadings, 
therefore, would seriously affect a company during the early years 
of its existence. 

Again, such requirement could not properly be applied to stock 
companies which issue no participating policies ; for while such a 
company maintains its reserves unimpaired, none but its stockhold- 
ers are interested in its expenses. 

Such a law could not fairly apply to investment expenses. A 
portion of the income from investments ought to be used to cover 
the expense of their care. This is fair, because on paid-up policies 
the loadings have ceased, while investment expenses continue. 

It is the judgment of this commission that, if its recommendations 
as to annual dividends and as to publicity are adopted, the directors 
of Massachusetts companies will not in future be tempted to depart 
from the conservative methods which have characterized their ac- 
tions in the past. When the management of a life insurance com- 
pany is held accountable for all funds in the same manner that it is 
held accountable for the legal reserve, and must give each policy- 
holder an accounting every year, and must make public the details 
of the business, comparison of results will keep down expenses. Of 
two companies having each securely invested the legal reserve and 
the maximum contingency reserve or safety fund, the one which 
provides insurance at the less net cost is the better, and will be so 
recognized by the public. 

It further seems to us that it would be unreasonable to prohibit 
directors from exceeding in expense an amount which is not fixed, 
but most uncertain, varying in accordance with the amount of busi- 
ness which is done. The expenses would have to be determined in 
advance, although the aggregate loadings on policies issued during 
any one year could not be determined in advance. The directors, 
therefore, would be constantly subject to a risk against which it 
would be impossible for them to guard. 

14. Companies Issuing Participating Pouoes not to do a Non- 
participating Business. 

The New York law (chapter 326, section 38 [section 102] ) pro- 
vides that no domestic mutual life insurance company, and no do- 
mestic stock life insurance company issuing or professing to issue 
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any participating policies, shall issue any policies, except annuities, 
which do not by their terms give the holders full right to partici- 
pate in the accumulations of the company. The section does not 
apply to paid-up or temporary insurance, and pure endowments is- 
sued in exchange for lapsed or surrendered policies. 

The Chicago committee has instructed its sub-committee to pre- 
pare a similar bill. 

In these views we concur. We believe that, as the reason for over- 
charging the insured is that the exact cost during the life of the 
policy cannot be foretold, and to charge too little would 
bring insolvency, a company, which charges a full mutual 
premium to one class of policyholders and a smaller non-par- 
ticipating rate to another class must be charging the latter class 
too much, for the benefit of the former class ; or too little, at 
the expense of the former class. The practice of mingling the two 
kinds of insurance makes the participating policyholders guarantee 
that the cost of insurance to the others will not exceed the lower 
rate. The temptation is constant, in competition with stock com- 
panies, to sell a small line of insurance too cheap to the economical 
purchasers. Such policies are sold by mutual companies as a last 
resort, to prevent an applicant from effecting insurance in a stock 
company, which offers the inducement that the cost will each year 
be less than a full mutual premium less dividends during the early 
years of the mutual policy ; the fact being overlooked that the divi- 
dends on the mutual policy in the later years may be more than 
sufficient to offset the difference in favor of the stock company in 
the early years. 

If we prohibit mutual companies from competing thus with stock 
companies, we ought also to keep stock companies from invading 
the field of the mutual companies. The enactment of such a law, 
keeping each kind of company to its own class of business, also will 
have a marked effect in making it easier to compare the achieve- 
ments of the various companies by inspection of their annual 
reports. 

15. LiMriATioN OF Amount of Business. 

The recent New York law (chapter 326, section 32 [section 96] ) 
limits the new business which New York companies, except those 
more than one-half of whose outstanding business is industrial in- 
surance, and except those whose insurance in force does not exceed 
$50,000,000, may issue in any year to the following percentages of 
the outstanding insurance, varying according to the size of each 
company. If the insurance in force is between $50,000,000 and 
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$100,000,000, the percentage is 30 per cent; if between $100,000,000 
and $300,000,000, 25 per cent.; if between $300,000,000 and 
$600,000,000, 20 per cent; if between $600,000,000 and 
$1,000,000,000, 15 per cent; and if in excess of $1,000,000,000, not 
more than $150,000,000 of new insurance may be written. 

This provision has not been indorsed by the Chicago committee. 

If copied in Massachusetts, it would have no effect at present, for 
no Massachusetts company which would not be exempt under 
similar provisions has written in any year more than the permitted 
amount. There is, therefore, no present need of such enactment 
here. (See the accompanying table, showing the insurance in force 
at the close of the year 1905, and the insurance written during that 
year in case of the companies which would be within the terms of a 
similar law.) 



Massachusbtts Life Companies.* 



Berkshire 

Massachusetts 

New England Mutual. 
State Mutual 



Insurance in Force 
Dec. 5U 1905. 


Per Cent.t 


$ 64.578.465 
195.058.250 
165.815.645 
114.423.961 


30 
25 
25 
25 



Insurance written 
during 190S. 

$ 6,271,728 
26.819.623 
24.962.603 
17.354.285 



Indeed, the growth of these companies, which were incorporated 
in the middle of the last century, has been healthy, and, it seems, 
attended with no greater expense than was necessary to maintain a 
prosperous condition, in view of the high-pressure competition which 
they suffered from the New York companies. They have not yet 
reached, and seem not likely soon to reach, the point where their 
accumulations of funds are a public menace, too vast for economi- 
cal administration. To them every new policyholder who can 
afford to pay for his insurance and intends to keep his policy in 
force is a valuable acquisition. 

We therefore do not recommend any legislation limiting the 
amount of business to be done by Massachusetts companies. 

16. Rebates, Prizes and Bonuses. 

The New York law (Chapter 231, Section 1 [Section 577k] ) pro- 
vides punishment for the receiver of a rebate as well as for the 
giver. 

*The only other Massachusetts companies are the Columbian National Life Insurance 
Company, a stock company of recent incorporation ; the Boston Mutual Life Insurance 
Company, which has recently changed to a level premium company; and the John 
Hancock Mutual Life Insurance Company, which does a large industrial business; 
which companies would not come under the provisions of a law similar to the New York 
law. 

fPercentage of growth allowed by New York law (chapter 326, section 32, [section 
96]). 
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The Massachusetts law (Revised Laws, Chapter 118, Section 68), 
seeks to punish by fine an agent who gives a rebate, but transgres- 
sions of the law rarely come to the attention of the prosecuting 
officers. 

The provision of the New York law, it seems, must make evidence 
of the offence still more difficult to obtain, and we therefore do not 
reconmiend it. 

The suggestion which has been made to us, that a policy on which 
a rebate is given be made void, would hardly lead, if adopted, to 
discovery of the fact ; and, if it should, the penalty would in some 
instances fall on an innocent beneficiary. 

The great objection to rebating is that it encourages people to 
take policies as one-year bargains, which they allow to lapse when 
the time comes to pay a full premium, that they may seek elsewhere 
new insurance at a discount. 

Such policyholders who allow their policies to lapse before their 
loadings have paid the expense of getting them are a burden upon 
the company. 

While it is probable that rebates cannot be entirely prevented by 
legislation, the evil may be further checked by lessening the temp- 
tation upon agents to offer rebates, by a law similar to that enacted 
this year in New York (Chapter 326, Section 33 [Section 97] ), pro- 
hibiting bonuses and special rewards to agents based upon the ag- 
gregate of insurance written or upon the amount written in any one 
policy. 

We recommend the enactment of a similar law in Massachusetts. 

17. Investments. 

The Massachusetts law (Revised Laws, Chapter 118, Section 25) 
limits investment in real estate as follows : 

" No such company shall hold real estate, except for the conven- 
ient accommodation of its business at a cost not exceeding twenty- 
five per cent, of its cash assets, and real estate acquired under the 
conditions of any mortgage owned by it, or by purchase or set-off on 
execution upon judgment for debts due it in the course of its legi- 
timate business. " 

Investment of funds other than capital is not otherwise limited. 

The New York law, having to meet a condition of speculation 
with insurance funds which has never existed in Massachusetts, has 
carefully limited investments in the following manner (Chapter 326, 
Section 36 [Section 100] ) : 

"No domestic life insurance corporation, whether incorporated 
by special act or under a general law, shall after the first day of 
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June, nineteen hundred and six, invest in or loan upon any shares 
of stock of any corporation, other than a municipal corporation, nor, 
excepting government, state or municipal securities, shall it invest 
in, or loan upon, any bonds or obligations which shall not be secured 
by adequate collateral security or where more than one-third of the 
total value of the collateral security therefor shall consist of shares 
of stock. Every such corporation which on the first day of June, 
nineteen hundred and six, shall own any shares of stock other than 
public stocks of municipal corporations, whenever the same shall 
have been acquired, or any bonds or obligations of the kinds above 
described where said bonds or obligations shall have been acquired 
after the first day of March, nineteen hundred and six, shall dis- 
pose of the said shares of stock and of said bonds and obligations 
within five years from the thirty-first day of December, nineteen 
hundred and six, and in each year prior to the expiration of said five 
years shall make such reduction of its holdings of said securities as 
may be approved in writing by the superintendent of insurance. 
No investment or loan shall be made by any such life insurance 
corporation unless the same shall first have been authorized by the 
board of directors or by a committee thereof charged with the duty 
of supervising such investment or loan. No such corporation shall 
subscribe to or participate in any underwriting of the purchase or 
sale of securities or property, or enter into any transaction for 
such purchase or sale on account of said corporation jointly with 
any other person, firm or corporation ; nor shall any such corpora- 
tion enter into any agreement to withhold from sale any of its 
property, but the disposition of its property shall be at all tinies 
within the control of its board of directors. Any such corporation, 
in addition to other investments allowed by law, may invest any of 
its funds in any duly authorized bonds or evidences of debt of any 
city, county, town, village, school district, municipality or other 
civil division of any state and may loan upon the security of im- 
proved unencumbered real property in any state worth fifty per 
centum more than the amount loaned thereon." 

The Chicago committee, realizing that each State may suitably 
deal with its own conditions in this regard, has made no recom- 
mendation upon the point. 

We have examined the returns of their holdings which our com- 
panies have made to the Insurance Commissioner, and find no 
classes of securities which seem open to criticism. 

No one has suggested to us that our companies have undertaken 
the management of subsidiary corporations through stock control, 
or participated in underwritings, or entered into any transactions 
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for the purchase or sale of securities on joint account, or withheld 
funds from profitable investment for the benefit of their managers. 

No evil having appeared, the question as to restriction of invest- 
ments is purely academic. 

We are convinced that any restriction of investments to certain 
classes of property or securities is likely to prove harmful. It 
would raise the price of the approved securities, thus making it very 
difficult to earn the rate of interest which must be earned to ma- 
ture the policies. The distinction is apparent between a savings 
bank and a life insurance company ; the former pays depositors 
only such interest as it may earn ; the latter is required to earn a 
certain rate to compound its reserve. Now, if restrictions are im- 
posed upon the investments of a life insurance company, overlap- 
ping, as they must, the savings bank restrictions, the effect will be 
to raise the premium upon the favored classes and bring down the 
rate of interest which both kinds of institutions can earn. 

This thought is well expressed by the Armstrong committee in its 
report (pp. 279, 280), as follows : 

" It would not be advisable to restrict the investments of life in- 
surance companies in the same manner as those of savings banks. 
The securities available for investment under such limitations 
would not be large enough to furnish a sufficient field for the pro- 
fitable investment of the large accumulations of insurance corpora- 
tions. It has been feared that such a restriction would prove to be 
too severe and might operate so far to increase the demand for the 
favored securities as to preclude a satisfactory rate of income." 

Indeed, we think such a restriction in Massachusetts would be a 
measure without justification. Even in New York speculation did 
not impair the reserves, but was confined to the deferred-dividend 
accumulations, for which the companies were accountable to no 
one. When the law compels publicity and provides for annual ac- 
counting, so that the companies must account for all their funds as 
strictly as they have always accounted for the reserves, speculation 
will not be lightly ventured. In Massachusetts private trustees 
have never been limited as to their investments. 

It is, however, generally recognized that an insurance company 
ought not to control the management of any business except its 
own. The advantages which may be derived from the control of 
another financial institution, for example, yield to the dangers which 
haye shown themselves in New York. 

We recommend, as a precaution, and not because conditions in 
Massachusetts require it, that investments in the stocks of any one 
company be limited to ten per cent, of the capital of such company. 
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We recommend, also, in accordance with the provision of the 
New York statute above quoted, that legislation should prohibit any 
investment or loan not first authorized by the board of directors, or 
by a committee thereof charged with the duty of supervising such 
investment or loan, of whose action records shall be kept. Such 
legislation would but follow the present course of business in Mas- 
sachusetts. 

18. Salaries. Vouchers. 

The New York law and the Chicago committee have agreed that 
any salary, compensation or emolument amounting in any year to 
more than $5,000 should be prohibited unless first authorized by the 
board of directors ; that no agreement that any salary, compensa- 
tion or emolument shall be paid beyond a period of twelve months 
from the date of the agreement should be made ; and that no pen- 
sion should be granted to an officer, director or trustee, or to any 
member of his family after his death ; and that no disbursement of 
$100 or more should be made without a properly itemized voucher 
(chapter 326, sections 34, 35 [sections 98, 99] ). 

These provisions accord with the practice among Massachusetts 
companies, as we are informed. We recommend their enactment. 

19. Standard Forms of Poucies. 

The New York law provides (chapter 326, section 37 [section 101] ) 
four standard forms of policy : (1) the ordinary life policy ; (2) the 
limited-payment life policy ; (3) the endowment insurance policy ; 
(4) the term policy ; and requires that all policies of insurance other 
than industrial policies shall be in the prescribed forms. 

There is no provision, as in case of the Massachusetts standard 
fire policy, for varying the contract with the consent of the assured 
by riders attached thereto. The only way in which one can get a 
different contract, even in the slightest matter, is by prevailing 
upon the insurance company to make application to the Superin- 
tendent of Insurance, who, after notice to every domestic life insur- 
ance company and a hearing, may establish a new standard form. 

The purpose of the New York law in making its forms compul- 
sory upon insurer and insured cannot be merely to furnish the in- 
sured with a contract whose terms he need not inspect ; for such 
purpose would be accomplished by the simple and tried expedient of 
allowing riders to call attention to variations from the ordinary 
form. The New York Legislature has made its own policy the sole 
permissible contract, with a view to making it easy for the public 
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to compare the relative achievements of the companies. It pro- 
ceeds upon the theory that, if all companies ?ire confined to the 
same policy, one may readily compare their results by measuring 
their premiums charged and dividends paid. 

Indeed, in its first edition the Armstrong bill held all companies 
doing business in New York to the same forms ; but that idea had 
to be abandoned, because the laws of various States required var- 
ious conflicting promises to be contained in the policies of their 
own companies. Unless uniform laws are first attained, one State 
cannot properly impose inflexible forms upon the companies of 
other States, or, conversely, require its own companies to carry into 
other States its own standard forms. 

The Chicago committee has refused to endorse the New York 
standard forms, and has instructed its sub-committe to attempt to 
prepare standard forms for submission to the conference in Wash- 
ington next September. 

The adoption in Massachusetts of a standard form, which must 
necessarily differ from the New York form, unless our long-estab- 
lished views on surrender value (Revised Laws, chapter 118, section 
76), which is much more favorable to the insured than the New 
York requirements, and our laws relating to the right to change 
the beneficiary (Revised Laws, chapter 118, section 73), which fav- 
ors the wife of the insured, are to be abandoned, will only make the 
present situation less harmonious. 

It is our conviction, moreover, that any standard forms for life 
insurance policies are undesirable. Comparison of the policies issued 
today with those issued twenty years ago teaches that competition 
among the companies has brought about steady progress in liberality 
to the insured. It is preferable that the opportunity for competi- 
tion to bring about further changes for the benefit of the in- 
sured should be left to the initiative of the companies. The 
policy of requiring a company to serve notice of any pro- 
posed change upon all the other companies, to the end that, if 
approved by the Insurance Commissioner, the change shall be im- 
posed upon all the other companies, must effectually prevent zeal 
for improvement. Instead of attempting to standardize the poli- 
cies, we think that certain provisions should be standardized, and 
the companies be left free to adopt policies containing any further 
provisions not inconsistent with those required by law. This sug- 
gestion is in accord with the present principle of the Massachusetts 
law — that every policy of a Massachusetts company, wherever is- 
sued, must on its face plainly and fully define its character, and 
must have a certain paid-up and cash-surrender value after three 
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annual premiums have been paid. What these essential terms shall 
be ought to be enacted as part of the subtantive law ; just as at 
present the non-forfeiture principle is part of the law ; then the 
policy should be required to set them forth. In addition to the 
present rights prescribed by our law, we suggest that the com- 
panies be required to give the following : 

1. A grace of thirty days for payment of every premium after 
the first. 

2. Incontestability except for non-payment of premiums after one 
or two years from the date of the policy. 

3. Tables showing the paid-up and cash-surrender value of the 
policy in every year after the third year ; and, if an option for ex- 
tended insurance is given, the term of such extended insurance. 

4. That notice of any premium, installment or interest due on any 
policy, except a policy issued upon monthly or weekly premiums, 
stating the amount due, the place where it shall be paid and the 
person to whom it shall be payable, shall be mailed, postage pre- 
paid, to the last known address of the policyholder, or the assignee 
of the policy, if notice of assignment has been given to the company, 
at least fifteen and not more than forty days prior to the day when 
the same is payable. For the details of such a law, we refer to 
Chapter 326, Section 29, [Section 92] of the New York law. 

In these respects such law will but follow the customs of the busi- 
ness. Its benefit will be to give the policyholder as a right what is 
now offered him as a favor. 

20. Surrender Value. 

Arguments have been addressed to us that the company should 
be required to give a surrender value from the beginning, or at 
any rate after the payment of two annual premiums. These argu- 
ments lose sight of the important fact that under the mutual system 
the company consists of the whole body of insured, and that to give 
a surrender value before the surrendered policy has paid for itself 
takes the money of the persistent policyholders for the benefit of 
those whose temporary connection with the company has caused 
only loss, and therefore works injustice. The people to be consid- 
ered first are those who strengthen the society by staying in it, not 
those who weaken it by withdrawing. 

We are convinced that it is inequitable to compel a surrender 
value at present, before the third year. If, as a result of pending 
reforms, the initial expenses shall be reduced, then it will be proper 
to consider an earlier surrender value. 

In lieu of a cash surrender value as optional with paid-up auto- 
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matic insurance, the New York law requires New York companies 
to give automatic extended insurance for the face of the policy 
during such period of time as the surrender value will purchase it. 
Extended insurance was required by the first non-forfeiture law 
ever enacted (the Massachusetts law of 1861, chapter 186), upon 
the theory that a life insurance company is in business to furnish 
insurance, not cash ; but after a trial of nineteen years this require- 
ment was repealed (see Statutes of 1880, chapter 232, section 6), 
upon the recommendation of Elizur Wright, its author, since it was 
found to result in injustice. The majority of policyholders out- 
lived the period of extended insurance, and then failed to appre- 
ciate that they had received the value of their money in insurance. 
If extended insurance is optional instead of automatic, so that a 
man gets it by exercising an option, he cannot justly complain. 

21. POUTICAL CONTRffiUnONS. 

In Your Excellency's inaugural address you suggested "the 
absolute prohibition of contributions from corporations in cam- 
paigns, either for nomination or election. " 

The New York Legislature, following the recommendation of the 
Armstrong committee, has added the following new section (chap- 
ter 239, section 1 [section 41] ) to the general corporation law : 

Section 41. No corporation or joint-stock association doing busi- 
ness in this state, except a corporation or association organized 
or maintained for political purposes only, shall directly or indirectly 
pay or use or offer, consent or agree to pay or use any money or 
property for or in aid of any political party, committee or organiza- 
tion, or for, or in aid of any corporation, joint-stock or other associ- 
ation organized or maintained for political purposes, or for, or in 
aid of, any candidate for political office or for nomination for 
such office, or for any political purpose whatever, or for the re-im- 
bursement or indemnification of any person for moneys or property 
so used. Any officer, director, stockholder, attorney or agent of 
any corporation or joint stock association which violates any of the 
provisions of this section, who participates in, aids, abets or advises 
or consents to any such violation, and any person who solicits or 
knowingly receives any money or property in violation of this sec- 
tion, shall be guilty of a misdemeanor and punishable by imprison- 
ment in a penitentiary or county jail for not more than one year and 
a fine of not more than one thousand dollars. No person shall be 
excused from attending and testifying, or producing any books, 
papers or other documents before any court or magistrate, upon any 
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investigation, proceeding or trial, for a violation of any of the pro- 
visions of this section, upon the ground or for the reason that the 
testimony or evidence, documentary or otherwise, required of him 
may tend to convict him of a crime or to subject him to a penalty 
or forfeiture ; but no person shall be prosecuted or subjected to any 
penalty or forfeiture for or on account of any transaction, matter or 
thing concerning which he may so testify or produce evidence, 
documentary or otherwise, and no testimony so given or produced 
shall be received against him upon any criminal investigation or 
proceeding. 

As distinguished from natural persons, corporations are not capa- 
ble of that direct personal moral responsibility which is so essential 
to the success of a government based, like ours, on the sovereignty 
of the individuals who compose it. 

Activity in politics does not seem to be within the ordinary scope 
of the business of corporations, necessary for the purposes for 
which they are created, or desirable from the standpoint of sound 
public policy. 

We believe the making of such contributions to be beyond the 
functions of the officers, who should not be allowed to impose their 
political views upon a constituency of divergent convictions. 

We recommend, therefore, that a law similar in principle to that 
of New York be enacted in the Commonwealth, expressly prohibit- 
ing political contributions by life insurance companies. 

IV. 

In dealing with the recommendations which have been made by 
the Chicago committee and the Armstrong committee, we have par- 
tially answered your third inquiry, stating our independent recom- 
mendations in that connection whenever the context naturally sug- 
gested them. 

We now advise Your Excellency of our views on desirable changes 
in the insurance laws not already discussed in connection with those 
recommendations. 

22. Accounting and AuDmNO. 

(a) The recent investigations in New York have revealed, among 
other evils, two serious defects in the internal and external regula- 
tion of insurance companies ; namely, an unscientific and inefficient 
system of internal accounting, book-keeping and auditing, and a 
superficial and inadequate examination of the companies by the in- 
surance department of that State. As a result, the officers of the 
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companies have wasted funds by unauthorized, illegal and improper 
expenditures ; misleading financial statements have been made to 
the insurance department, policyholders and the public ; and the 
majority of directors and trustees have been kept in ignorance of 
many doubtful and irregular transactions. 

These evils, so clearly revealed in New York, should be guarded 
against in this Commonwealth. They are evils toward which the 
absolutism in modem corporate management is apt to tend. In the 
large corporations of today control is necessarily vested in a few, 
and it has become very important that such control should be sur- 
rounded by proper checks and safeguards. 

It is impossible to secure individual honesty and fidelity to trust 
in the management of an institution through legislative enactment 
or any code of rules. But it is possible to provide a system of 
checks that will tend to expose each breach of duty, and enable the 
upright in management to oust or restrain the wrongdoer. Such 
a system of checks can be most efficiently secured by compelling 
the insurance companies of this State to submit to independent au- 
diting by public accountants, so chosen as to command the confi- 
dence of the public. 

If it be suggested that this work of auditing should be made apart 
of the work of the insurance department in connection with its reg- 
ular examination of insurance companies, it should be observed: 
first, that this auditing of accounts is beyond the scope of examin- 
ations heretofore made, or expected to be made, by insurance de- 
partments ; second, that this work of auditing will not be constant 
throughout the year, and therefore is not of such a character as to 
be economically accomplished by the employment of auditors in the 
insurance department as regular salaried employees thereof ; third, 
that better results are to be expected from the employment of dif- 
ferent trained men from year to year. By the change of auditors, 
that which one overlooks another may discover ; and good should 
result from the varying methods employed by different men in con- 
ducting the same examinations. 

(b) State Board of Accountancy. Uniform System of Account- 
ing. Annual Independent Auditing.— We recommend, first, the 
passage of " An Act to create a State Board of Accountancy, and 
to regulate the business of certified public accountants ;" and, sec- 
ond, the passage of an act compelling insurance companies to adopt 
a uniform system of accounting to be approved by the Insurance 
Commissioner, and to have all their books, accounts and reports au- 
dited by public accountants certified by the State Board of Accoun- 
tancy. 
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The wisdom of a law creating a State Board of Accountancy is 
evidenced by the passage of similar laws in many other States, as 
follows : in New York, in 1896 ; Pennsylvania, in 1899 ; Maryland, 
in 1900 ; Illinois, in 1903 ; Washington, in 19k)3 ; New Jersey, in 
1904 ; Florida, in 1905 ; Michigan, in 1905 ; Rhode Island, in 1906. 

Such a law would have the desirable effect of creating a body of 
trained accountants, responsible to the State, and commanding the 
confidence of the public. Under the law each public accountant 
would have to pass an examination as to his ability and training, be- 
fore his competency could be certified by the members of the State 
Board of Accountancy. Under such a law, accounting would be- 
come a profession. 

The passage of an act compelling insurance companies to adopt 
a uniform system of accounting, and to submit to independent au- 
diting by such certified public accountants, will tend to eliminate 
misleading statements and reports ; and the independent auditing 
will be a reliable check upon the transactions of the company and 
their individual oflScers. Under the law proposed, there should be 
quarterly auditing and quarterly reports submitted by the certified 
accountants to the directors and trustees. The annual report to the 
Insurance Commissioner should also be certified by the accountants. 
Directors and trustees in the large corporations of today are too 
often kept in ignorance of the details and results of management. 
Such a law will tend to prevent concealment, and will assist 
and protect directors and trustees, as well as the policyhold- 
ers and the public. Absolutism — a concentration of control 
in a few— -is perhaps essential to the efficiency of modem 
institutions ; but too much stress cannot be laid upon the impor- 
tance and necessity of providing safeguards against the evils of 
such absolutism and concentration of power. If the system pro- 
posed had been established in New York several years ago, many of 
the familiar evils of the past few years would have been averted. 
It would have been impossible, under such a system, for the oflScers 
of the greater companies to have concealed their transactions from 
the policyholders or the insurance department 

We know of no valid objection to such a law. Its principle has 
been adopted in a limited way in the corporation laws of this 
Commonwealth (Revised Laws, chapter 110, section 52). The wis- 
dom of the independent auditing required by the law is shown by 
the fact that the more careful directors and managers of large cor- 
porations have resorted voluntarily to independent examinations 
by public accountants. They have done so in their own interest and 
for their own protection, as well as in the interest and for the pro- 
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tection of the stockholders, policyholders or creditors of the cor- 
poration. 

Lack of accountability, due to lack of proper checks and restraints 
upon corporate officers and directors, has been the principal source 
of the familiar evils of to-day in corporate affairs. We believe that 
by the passage of the above laws these evils can be materially de- 
creased, if not prevented altogether. 

23. Directors. 

We have been asked to recommend, as an addition to Revised 
Laws, chapter 118, section 25, of the present law, a provision that no 
funds of any domestic life insurance company shall be deposited in 
a bank or other institution in which any of its executive officers or 
members of a committee which controls the disposition of funds are 
stockholders or in which they have any financial interest, either 
directly or through any other person from whom they may expect 
to receive any benefit from such deposit. 

This was undoubtedly inspired by the abuses disclosed in New 
York. Large deposits of insurance funds were kept in certain 
banks and trust companies, earning little interest, so that the offi- 
cers of the insurance company, through their connection with the 
favored financial institutions, might receive private profit. 

We are of opinion that the new provisions of the New York law, 
whose adoption here we have approved, relative to publicity as to 
investments, deposits and loans, are adequate to prevent future 
evils of this character. It is unwise to restrict by laws service by 
directors of a life insurance company upon the boards of other cor- 
porations. The interchange of views and information is more bene- 
ficial to the companies than a policy of isolation. Such a law would 
seriously limit the depositories available for our Massachusetts com- 
panies, or else would require the resignation of many directors of 
recognized sound judgment and ripe experience from each com- 
pany; while no complaint has been made that directors of Massachu- 
setts insurance companies have been unfaithful to their trust 

We think it advisable, however, that the law be amended so as to 
keep the responsible control of our companies with men who are 
known in this community and who are amenable to our laws. The 
New York law (Chapter 326, Section 19 [Section 70] ),both before and 
sincethe Armstrong amendments, requires that a majority of the 
directors shall be residents and citizens of New York. The Massa- 
chusetts law (Revised Laws, Chapter 118, Section 32) already pro- 
vides that in case of stock insurance companies at least a majority 
of the directors and in case of mutual fire companies at least two- 
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thirds of the directors shall be citizens of Massachusetts (Revised 
Laws, Chapter 118, Section 40), 

We recommend that in case of mutual life companies at least 
two-thirds of the directors shall be required to be citizens of this 
Commonwealth. 

24. Accounts OF Industrial Companies. 

The expense necessarily attendant upon industrial insurance, 
as the business has always been carried on, is a matter of grave 
concern. Since the companies which carry on this business 
are also engaged in the ordinary life business, it is important 
that the public be informed how the expenses of the industrial branch 
compare with the other expenses. 

We recommend that all companies doing business in Massachusetts, 
which do both an industrial and an ordinary life business, be required 
to report in their annual statements the statistics of their industrial 
business separate from the rest of their business. This will involve 
the necessity of keeping separate books of account for the two 
classes, but will not require a separation in the investments. Such 
expenses as pertain to the conduct of both branches in common, 
such as office rent and salaries of general officers, should be appor- 
tioned ratably to the volumes of business in each department. 

It is believed that in the above we have covered all the matters 
submitted to us for our consideration. Under the resolve the life 
of this commission terminates with the prorogation of the present 
session of the General Court. Our report is, therefore, made at 
this time. 

All the problems dealt with are subjects of controversy, and we 
cannot expect that our findings will meet with universal favor. We 
have, however, given to the subject our best thought, and been 
aided by conferences and hearings held by the commission on thirty- 
six days ; and we believe that our conclusions are substantially in 
accord with the sound judgment of conservative students of life in- 
surance. 

Respectfully, 

JOHN L. BATES, Chairman, 
WILUAM WHITMAN, 
FREDERICK H. NASH, 

Commission to recodify the Insurance Laws. 

EXHIBITS 8 
(Reponse to Committee's circular from Bankers' Life Association 
of Des Moines. Introduced on page 44. Printed on page 44.) 



Digitized by 



Google 



530 Exhibits 



EXHIBIT 39. 

C. H. Wood, 

President. 

Horace F. Taylor, 

Vice President. 

Edwin R. Smith, 

Vice President. 

C. E. Channel, 

Secretary. 

Harry D: Williams, 

Counsel. 

i>i,^«^« i Frontier 341. 
Phones j Bell Seneca 348. 

Office Coal and Iron Exchange. 

John Parmenter, M. D., 

Medical Director. 

Herman G. Matzinger, M. D., 

Assistant Medical Director. 

Buffalo Life Insurance Co. 

Buffalo, New York, 

July 3d, 1906. 
W. S. Snyder, Secretary 

of Senate Investigating Committee, 
Trenton, New Jersey. 
Dear Sir : 
Your circular under date of June 12th, asking certain questions 
relating to the insurance laws lately passed in this state, duly re- 
ceived. 

I note that you " especially invite suggestions upon the wisdom 
of adopting any or all of the changes recently made by the legisla- 
ture of New York in the laws respecting insurance. " 

I did not at first think it advisable to make any suggestions re- 
garding the circular you mailed, but any one interested in insurance 
matters will not be doing his duty, if he allows your committee to 
proceed with any kind of legislation that will imitate the foolish 
laws that were placed upon our statute books by what is called the 
" Armstrong Committee. " That legislation was not only uncalled 
for but very foolish in many of its important details, and while New 
York state has placed upon its statute books many laws that have 
been no credit to the state, this one has been the most absurd of all 
that have been enacted. 

Because a few men have proven false to their trust is no reason 
why the business of life insurance, so important and far reaching. 
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should be crippled and tainted, by men who are led by excitement, 
rather than by good judgment. You cannot legislate honesty into 
any man, neither can you legislate good management into any com- 
pany, and when you cripple well managed institutions by trying to 
confine a bad managed institution, you injure the cause more than 
you do it good. Further, publicity of the management of an insti- 
tution will correct any existing evil, and I believe is the only 
method that should be adopted. Publicity cures the evils, while 
legislation only injures good management. Bad management can 
work around any law you can put upon the statute books. 

New Jersey has stood before the people as one of the states that 
has not followed every whim and foolish notion of other states 
about her, and I hope she will retain her good name and not allow 
herself to be disgraced as New York has been, by the legislation of 
the late Armstrong Committee. 

Laws that restrict business relations among men, are not beneficial 
and bad management has its oflSce next door to that kind of legis- 
lation. 

Good management wants publicity, and of itself stands above 
reproach. 

I believe if you look into the matter carefully, you will find that 
no legislation, good management and publicity, will do more to ad- 
vance the best interests of any business, than legislation, bad man- 
agement and secrecy can ever accomplish. 

If any words of mine can have any influence with your committee 
I advise that you do not imitate New York's business methods. 

Yours truly, 
C. E. Channel. 
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EXHIBIT 40. 

Robert W. Huntington, Jr., President. 

P. H. Woodward, Vice-president, E. B. Peck, Assistant Secretary, 

G. E. Bulkley, Secretary and Actuary, 

F. C. Griswold, Superintendent of Agencies. 

Commercial General Life Insurance Company, 

Hartford, Conn., June 20, 1906. 
Mr. William H. Corbin, 

Counsel of Senate Investigating Committee, 

No. 243 Washington street, Jersey City, N. J. 

Dear Sir : 

The circular dated June 12, 1906, sent out by your conmiittee, 
has been duly received and I desire to make a few brief comments 
on same from the standpoint of this company, taking up such of 
the special points mentioned as specially touch us. 

In connection with Topic A, " In what securities should a Life 
Insurance Company be allowed to invest its funds?" etc., we 
have been unable to understand any reason fot limiting investments 
in a life insurance company to the extent suggested in New York 
state, namely, taking from them the right to hold stocks. What- 
ever may have been brought out in the Armstrong investigation 
there was certainly no suspicion of insolvency in the case of any 
company, and the chief sin in connection with the purchase of se- 
curities seems to have been the participation on the part of these 
companies in syndicates which, however, were, I think, always con- 
nected with the purchase of bonds. It may perhaps be, and proba- 
bly is, on the side of safety to limit banks to holding of bonds only, 
but the managers of the insurance companies are altogether a dif- 
ferent class of investors from the presidents of small country 
banks. The proposed restriction would cost the companies very 
heavily in interest returns without, so far as we can see, giving 
them very much, if any, added security. 

In the matter of "B*', Standard Policies, I presume the objection 
of every insurance company is the same, namely, it removes from 
the insuring public the advantage which is obtained by the insur- 
ance companies being allowed to retain their initiative in the mat- 
ter of putting attractive contracts upon the market. Modern com- 
petition forces these contracts into a very clear and understandable 
form. The necessity is not present in a life contract that is pres- 
ent in a fire contract for uniformity. 
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"C." " Should Deferred Dividend Policies be Allowed T I would 
say that this Company has for some twenty years issued nothing 
but annual dividend policies and we are thoroughly of the belief 
that by the fullest possible publicity, combined with an annual ac- 
counting, the best protection to the public is to be achieved. I 
think one very serious defect in the Armstrong laws, however, 
arises from the fact that although an annual accounting is here- 
after called for by all companies they are not called upon to make 
any showing whatever as to their handling of the deferred dividend 
funds, and am very much mistaken if the result will not be the pay- 
ing of large annual dividends at least for the first few years. We 
may possibly be excused if we think it will be at the expense of the 
deferred dividend surplus. 

"D" is somewhat answered in connection with the reply to "C ". 
If the companies are all compelled to make a showing each year, be- 
sides making such annual statements as will show whether the 
dividends which they pay are earned or otherwise, we can see no 
reason for the states stepping in and taking from us one of the 
most important parts of the business, namely, the recompense which 
we shall pay to our employes. 

None of the other points mentioned in this article have special 
interest for us and I shall therefore skip them. 

The Armstrong legislation contains many points which work con- 
siderable injustice to companies such as the Connecticut General, as, 
for example, the fact that expenses are based practically upon the 
loading. We have done a large Non-Participating business with a 
very low loading, and if the premium is not sufficient the error on 
our part will fall upon our stockholders and not upon our policy- 
holders, but I can see no reason for basing any expenses on the 
Non-Participating business on the loading. Our Participating pre- 
mium is lower than that of most companies and I know that the re- 
sult of the last five years has justified such a premium. The gen- 
eral public believes that the premium should be smaller rather than 
larger, and while the dividends should take care of that feature, 
nevertheless the tendency of the Armstrong law is to increase insur- 
ance premiums for the first year or so at least rather than to reduce 
them. 

I trust the above may at least be worth your reading, and should 
the company be able to furnish your committee with any statistics 
at any time we will be most pleased to do so and give you full de- 
tails as to the company. 

Yours truly, 

George E. Buckley, Secretary. 
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EXHIBITS. 

(Response to Committee's circular from Connecticut General 
Life Insurance Company of Hartford. Introduced on page 45. 
The substance of this exhibit is printed on page 45.) 



EXHIBIT 42. 

(Response to Committee's circular from Aetna Life Insurance 
Company of Hartford. Introduced on page 48. The substance of 
this exhibit is printed on page 48.) 

EXHIBIT 43. 

The Masonic Life Association. 
General Office, 

Masonic Temple. 
Officers and Local Directors. 

James S. Thompson, President ; Eugene Klein, 1st Vice President ; 
George McLeod, 2nd Vice President ; Dr. Geo. L. Brown, medical 
director ; George P. Wilkins, treasurer ; Nelson 0. Tiffany, secre- 
tary ; Henry Zipp, Buffalo, N. Y. ; Henry Schaefer, Buffalo, N. 
Y, ; Jno. W. Fisher, Buffalo, N. Y. ; Robert D. Young, Buffalo, N. 
Y. ; William Dempster, Buffalo, N. Y. ; Herman Bernhardt, Buf- 
falo, N. Y. ; Earl N. Blood, Buffalo, N. Y. ; Henry A. Thomas, 
Buffalo, N. Y. ; John W. Jarvis, Buffalo, N. Y. ; William H. 
Pinck, Buffalo, N. Y. ; Walter H. Greene, Buffalo, N. Y. ; Frank 
B. Hower, Buffalo, N. Y ; John M. Hull. Nelson 0. Tiffany, 
manager. 

Buffalo, N. Y., June 12, 1906. 

Mr. W. S. Snyder, Secretary of 

Select Committee regarding Life Insurance, 

Trenton, N. J. 
Dear Sir: 

I am pleased to acknowledge receipt of circular letter, dated 
Trenton, N. J., June 12, 1906 ; and am glad of an opportunity to 
add a word along the line that your circular suggests. 

Our association, which operates under assessment laws, is ad- 
mitted to and has a large clientage in the state of New Jersey, 
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where it has been operating for more than a score of years. 

Enclosed herewith find copy of the only argument before the In- 
surance committee (relating to Assessment Co.) at Albany during a 
hearing that was given by it, which was held in the Chamber of 
Representatives ; and which lasted, all told, about one week. 

The hearing was conducted with an eye single to the legal re- 
serve interests and condition. A legal reserve President, Mr. 
Timothy Woodworth, was made master of ceremonies and mapped 
out the program ; and the great insurance lights (legal reserve) 
were listened to for days and nights. 

The last day in the afternoon, as the result of persistent and de- 
termined effort on our part, the Chairman of the Committee, Sen- 
ator Armstrong, consented to listen to a few minutes' talk from the 
general counsel of the Masonic Life Association, Mr. Harry D. Wil- 
liams. I enclose herewith a copy of his speech, as recorded by the 
official stenographer. 

Notwithstanding practically no investigation was made of assess- 
ment life insurance interests by the Armstrong Committee, it 
recommended legislation of a very radical and drastic character, 
aflfecting assessment life insurance, entirely unwarranted in the 
opinion of any fair-minded man informed on the subject of life in- 
surance. 

The Committee recommended that the formation of assessment 
insurance societies, other than fraternal — ^those governed by the 
lodge system — be prohibited from organizing within the State of 
New York in the future, also that similar societies from other 
states not now operating within the state, be debarred from admis- 
sion to it. This recommendation was made a part of the general 
bill ; and while an effort was made to defeat it, which very nearly 
resulted in accomplishing it, owing to the public sentiment that had 
been created by the scandal arising out of the general investigation 
of the old line methods, the bill went through as recommended by 
the Committee. 

The only investigation made by the Armstrong Committee re- 
garding assessment life insurance, was to swear two witnesses from 
a little weak, practically defunct, and known to-be-insolvent com- 
pany doing business on one of the upper floors of a sky-scraper in 
New York, known as the Empire Knights of Relief (I believe it 
was), having a membership of about fifteen hundred and assets of 
about $10,000. 

Senator Armstrong claimed that they made a more thorough in- 
vestigation in that they investigated the Security Mutual of Bing- 
hamton and the Mutual Reserve Fund Life Association of New 
York, both of which started as assessment companies, but neither 
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of which has been operating under the assessment laws for many 
years. 

The Senator stated that the reason these companies were not in 
good shape now is due to the fact that they were once assessment 
companies. The unfairness of such a proposition is apparent with- 
out argument. The only success that either of the companies ever 
met with was during the time that they were assessment com- 
panies ; and as far as the Security Mutual is concerned, it was very 
prosperous as an assessment company, and would have continued 
prosperous had it not become over-ambitious and attempted too 
much in the line of legal reserve work. The same is, practically, 
true of the Mutual Reserve Fund Life Association. 

Assessment insurance in the state of New York stands upon the 
statute books as having been condemned and executed without the 
formality of a trial. When public sentiment has cooled and rational 
methods prevail in Albany, the present law regarding assessment 
insurance, as referred to above, will unquestionably be repealed. 

As to the success of assessment insurance, I will cite but two 
companies. The Bankers' Life of Des Moines, Iowa, Edward A. 
Temple, president, organized in 1879, had at the close of 1905, 
127,000 policies in force, representing over $250,000,000 of insur- 
ance, with actual assests, over all liabilities, of a fraction less than 
$9,000,000. 

Its record is absolutely clean, without a blemish. Its president, 
who is a banker by education and experience, has demonstrated 
what a properly managed assessment company may become. 

I also beg to call attention to The Masonic Life Association, of 
which I am secretary and manager and have been for twenty-one 
years. It is among the first half dozen assessment societies organ- 
ized on the American continent. It was started as an aid to the 
charitable work in connection with the Masonic order in the city of 
BufFalo. It has gradually outgrown the original idea of its work ; 
and today we have over 9,000 policies in force and an accumulation 
as a safety fund of over $200,000. The association has always paid 
its just losses promptly and in full. In its entire history of thirty- 
four years, it has contested in the courts less than a dozen suits, 
and has never lost one in the court of last resort, indicating that it 
was justified in resisting the few claims that it was compelled to. 

I can say, without fear of contradiction, what I said of the 
Bankers' Life, of The Masonic Life Association. Its record is clean, 
without a blemish, and its membership perfectly satisfied. About 
fifteen hundred of its policyholders are residents of the state of 
New Jersey. 
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Just a word before closing. At the same time that the Arm- 
strong Committee recommended the bills that became laws in the 
State of New York, similar bills, framed upon the same lines, were 
offered in Ohio; but the Ohio Committee having the matter in 
charge, had good sense and fairness enough not to condemn assess- 
ment insurance without trial, and struck out the recommendation 
relating to it, which was left in and became a law in the State of 
New York. 

Very truly yours, 

Nelson 0. Tiffany, 

Sec'y & Mgr. 
(Enclosure) 

MR. WILLIAMS. —Mr. Chairman and gentlemen of the Commit- 
tee, I have the honor to represent before you this morning the 
interests of assessment insurance. Primarily, I am here as the 
counsel of the Masonic Life Association, a domestic corporation, 
and by request of the other assessment interests here, have under- 
taken to speak for the general subject of assessment insurance. I 
suppose, to the Co?)imittee and to the old line life people here, my 
position in your mind is something like, " and after all others came 
Satan also." 

At the outset, I may as well be perfectly plain and say that the 
assessment interests do not think they have had up to the present 
time, a fair deal. Inquiry anaong the members of the Commission 
brings forth the information that only one assessment company was 
examined or looked into by your Committee in the course of your 
investigation. Unfortunately, as I am informed, that one instance 
was not one which would throw a very favorable light upon the as- 
sessment interests. I did not know that the assessment interests 
and the old line life interests had so much in common. 

SENATOR ARMSTRONG.-May I interrupt you?— that is 
hardly accurate, and I know you want to proceed accurately. Four 
others of the assessment companies were the subject of investiga- 
tion—that is, four others of the companies investigated were origi- 
nally organized as assessment companies. 

MR. WILLIAMS.— Yes, but they fell into evil ways and became 
old line life companies, as I understand it. (Laughter.) Now, the in- 
terests which I represent have never departed from the path of virtue 
which they chose thirty or forty years ago. I want to impress on 
your minds at the outset that assessment insurance seeks only to 
furnish protection. Of course, you all know that— that assessment 
insurance does not at any stage of the game seek to furnish in- 
vestment By reason of that, we have not been beset by any of 
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the many temptations which the old line life insumance companies 
had gone up against, and, in many instances, succumbed to, accord- 
ing to your report. Many of the evils which have surrounded the 
old line companies, and which have taken up your time and atten- 
tion are not thrown in our path. It seems to us, upon reading 
your report, which, of course, is your official utterance, that it has 
rather impressed you that the proper way to trim this particular 
dog's tail is to cut it off just behind the ears. Your action as we 
interpret it, as we read your report, simply means the absolute and 
utter annihilation of assessment insurance, not only in this state, 
but elsewhere — ^so far-reaching will be this proposed legislation, if 
it should find favor with the general law-making body. At this 
point, I want to call your attention to the fact that there is carried 
today $2,423,412,000 of assessment life insurance in this country, 
among what I may designate, without being misunderstood, I think, 
as the plain people ; people who find it burdensome, too burdensome, 
to indulge in the old line life insurance ; a class of people where 
father, husband, children, all work to create a fund which shall 
take the place of the bread-winner when his time shall have come 
and his toil cease. And I, as the representative of this interest, 
come before this Commission fully sensible of my inability to make 
you fully understand what you, from your standpoint, propose to 
do. 

There has been built up in this country and in this State, by 
means of assessment insurance, a savings bank account for 
the people whom I represent, which is the result of the un- 
tiring and unselfish efforts of philanthropic men ; and we see in 
this proposed legislation nothing but an utter wiping out and 
wrecking of their work. I grant that we are insignificant when 
compared with the billions of insurance of the old line companies ; 
but remove them from your view, eliminate them from your con- 
sideration for a monent, and see what a mighty thing it is. The 
poor people of this country are carrying today nearly four billions 
of this insurance. 

SENATOR ARMSTRONG.— Mr. Williams, I do not catch your 
point about how it is going to wipe it out, to simply prevent the or- 
ganization of future companies within this State, or the admission 
of new companies to do business within this State. 

MR. WILLIAMS. — ^You propose to set the official seal of disap- 
proval of the great state of New York upon assessment insurance 
by saying that hereafter in this state no new companies shall be 
formed. The old line life companies— I don't criticise them for it, 
I simply state the fact— the old line life companies have camped 
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upon our trail for the last thirty years and sought our scalps. Can 
you imagine any greater argument for their representatives to put 
up than to say to some timid person that the great state of New 
York has set its seal of disapproval upon this kind of insurance ? 
There could be no greater, there could be no stronger, there could 
be no more convincing or disastrous argument than that. In ad- 
dition to that, and to supplement it, they would point to the as- 
sessment companies that have failed of their purpose. They would 
forget, or purposely fail to state, that the failure of a single old 
line company has cost more millions than the failure of all the as- 
sessment companies that ever occurred. 

SENATOR ARMSTRONG.-Would you be willing, Mr. Williams, 
to have a provision that no new company should be allowed in this 
State unless they maintain a sufficient reserve ? 
MR. WILLIAMS.— You deal in generalities there, Mr. Chairman. 
SENATOR ARMSTRONG.— Well, a sufficient reserve to pay the 
claims it has against it, in guaranteeing the payment of future 
claims. 

MR. WILLIAMS. — Bear in mind, I am the counsel, only. As I 
understand the effect of your question, I think I would. That is a 
question that goes more to the actuary than to me as counsel. As I 
understand your question, however, I think we would gladly wel- 
come it 

SENATOR ARMSTRONG.— Of course, you would not welcome a 
provision of that kind that would also impose that restriction upon 
all companies now doing business, or else forbid them doing future 
business. 
MR. WILLIAMS.— You say I would not? 
SENATOR ARMSTRONG.— I say I assume you would not 
MR. WILLIAMS.— If I understand your question, Mr. Chairman, 
I think I would. 

SENATOR ARMSTRONG.— Then that narrows your argument 
today to the assessment companies that are already doing that, be- 
cause there are assessment companies doing business in New York 
today that do not comply with that standard of safety and they have 
already filed protests with the committee, some of them. 

MR. WILLIAMS.— I do not understand what the reserve you 
speak of means to the assessment companies, and on that feature of 
your proposition I shall have to refer you to some one else for a de- 
cided answer ; but I agree with you and your committee in this, 
that any assessment company that cannot do business within safe 
lines so that it can safely carry out its contracts for all time, has no 
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more business to exist than any other corporation that cannot carry 
out its contracts. 

SENATOR ARMSTRONG.— They all claim they are doing that 

MR. WILLIAMS. —But there must be a reasonable test to deter- 
mine that, and such test the companies I represent there this morn- 
ing are prepared to meet. 

SENATOR ARMSTRONG.— Will you please state what com- 
panies you represent? 

MR. WILLIAMS. — I represent only as counsel the Masonic Life 
Association; the Foresters have asked me to speak for them; the 
Protective of Rochester have asked me to speak for them, and one 
or two others whose names I don't recall at this instant. They 
thought it bett-er that the interests should be covered by one indi- 
dividual rather than by many. 

At this point I would like to call your attention to a bill which 
was passed last year, and which I think has not been called to your 
attention. As a result of a conference over several bills that were 
introduced, the Department of Insurance and the insurance com- 
panies agreed upon a bill, which afterward became Chapter 569 of 
the Laws of 1903, entitled " An Act to amend the Insurance Law in 
relation to expense of management of life or casualty insurance 
corporations upon the co-operative or assessment plan," and which 
became a law May 19, 1905. I want to call your attention to this 
provision. When the Superintendent of Insurance, on investiga- 
tion, shall be satisfied that the actual expenses of management of 
any corporation, association or society " to which this article is ap- 
plicable, whether heretofore or hereafter authorized or permitted to 
do business within this State, for the year preceding the year in 
which such investigation or examination is made, were more than 
35 per centum of the cash income actually received by it 
from premiums, assessments and membership fees, the 
authority or renewal of authority, if it be a foreign corporation, as- 
sociation or society, shall be revoked, and the Superintendent shall 
cause notice of such revocation to be published in the city of 
Albany, and no new insurance shall thereafter be written by such 
corporation, association or society within this State ; and if it be a 
domestic corporation, association or society, it shall be the duty of 
the Superintendent of Insurance to cause to be served on the presi- 
dent or other officer of such corporation, association or society, a 
notice in writing to immediately cease the transaction of new busi- 
ness, and, in the event of their failure so to do, he shall report the 
facts of such investigation and examination and his proceedings 
thereunder, which shall be prima facie evidence of the facts therein 
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stated, to the Attorney General, who, if he approves of the same, 
upon examination by him after notice to such corporation, associa- 
tion or society, is hereby authorized thereon to institute in the same 
manner and to prosecute any and all like proceedings as are now 
authorized or permitted against an insolvent corporation, including 
the appointment of a temporary and permanent receiver or re- 
ceivers of such corporation, association or society, and the distribu- 
tion of the assets of the same, and powers and jurisdiction to grant 
like remedies are hereby conferred upon the Supreme Court of this 
State upon his application." 

It further provides as follows : 

" When the Superintendent, on investigation, shall be satisfied 
that any corporation organized under the laws of this State, doing 
business in this State of the character defined in this article, is in- 
solvent because of matured death claims or other obligations due 
and unpaid, exceeding its assets and death or disability assess- 
ments, or periodical calls made or in process of collection at the 
date of such investigation, or has exceeded its powers, failed to 
comply with any provision of law, oris conducting business fraudu- 
lently, he shall report the facts to the Attorney General, who, if he 
should be of the opinion that the facts require such action, must there- 
upon apply to the Supreme Court, at a Special Term thereof, with- 
in the judicial district in which the principal office of such corpora- 
tion, association or society within this State is located, for an order 
requiring the officers of such corporation, association, or society, to 
show cause, at a reasonable time and place within such district, why 
such corporation, association or society should not be restrained 
from continuirg to transact business, with power to the court to ad- 
journ the hearing thereon from time to time, not. exceeding sixty 
days in all" 

This gives the Superintendent a very broad power in the control 
of assessment companies. 

Now, Mr. Chairman, it was agreed by all of us, including the 
representative of the Insurance Department, that that bill made it 
absolutely impossible for a new company of this kind to start, be- 
cause they can't begin their business with 35 per cent. That makes 
simply a safe regulation, but it does not, as you propose to do, say 
that no further companies shall be incorporated. While the result 
is the same, that no other companies will be incorporated because 
they can't comply with that law, it does not, as I say, set the seal of 
disapproval of this State upon this kind of insurance. So there 
really is no occasion, and I think that the representative of the De- 
partment would agree with me that there is no occasion for the en- 
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actment of the provision contained in your suggestion, or in your 
report and in this bill, that no further companies of this kind shall 
be organized. 

Now, gentlemen, all that the assessment companies seek to do is 
to gather in the payments of the premiums of its members and dis- 
tribute them according to what I am going to term the contract, 
although I am fully alive to the fact that we are not a business cor- 
poration. But the corporation becomes simply — that is, the man- 
agement of it becomes simply a clearing house for the purpose of 
distribution of funds. As a general proposition, we receive the 
assets from the members, take out what is necessary for expenses, 
and distribute the balance. Few companies have accumulated any- 
thing in the way of a surplus ; some of them have, and the Associa- 
tion I represent has accumulated a very nice surplus. Some of the 
distinguished old line people said to you— 

MR. RODGERS. — Is it your own company that has the surplus ? 

MR. WILLIAMS.— Yes. 

SENATOR ARMSTRONG.— How much ? 

MR. WILLIAMS.— A little over $200,000. 

SENATOR ARMSTRONG.— And how much outstanding insur- 
ance? 

MR. WILLIAMS.— Approximately $20,000,000, a membership of 
about 10,000. Some of the old line companies' officers and actuar- 
ies have said to you that there was no difficulty with the principle 
of insurance. We say the same to you as applied to assessment 
insurance. There is no difficulty, and the testimony taken by 
you and before you shows nothing wrong with the principle of as- 
sessment insurance. When failure has come to an assessment 
company, if you make the most superficial examination or study of 
the question you will be convinced without any question that it is 
simply because that company was either in the hands of incompe- 
tent or bad men. The proof of this thing is shown in my own com- 
pany. Here is the Masonic Life association, which was incorporated 
about thirty-five years ago. Its principal offices are in the city of 
Buffalo. In its entire existence it has contested but fifteen claims, 
fourteen of which were sustained by the Courts. It has paid out 
over $4,000,000 to beneficiaries, and it is doing a greater business 
today than it ever has done before. The entire pay-roll, I am going 
to call it— the entire pay-roll of the company is under $12,000 per 
annum. 

SENATOR ARMSTRONG.— Now, because we want to save time, 
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let us ask you for information. You say you have about $20,000,000 
of outstanding insurance ? 

MR. WILLIAMS.-Yes. 

SENATOR ARMSTRONG.— And your only method of getting 
this is assessments levied on the members, plus $200,000 of surplus 
that you have on hand? 

MR. WILLIAMS.-Yes,sir. 

SENATOR ARMSTRONG.— What guarantee do you offer an 
existing certificate holder in your company of the maturity of his 
contract ten or twenty years hence, and your expectation of being 
able to collect future assessments depending on the willingness of 
members to pay them ? 

MR. WILLIAMS. — Oh, there is nothing beyond the willingness of 
members to pay them. If we sent out an assessment notice and 
the assessment was not paid, we could not continue. 

SENATOR ARMSTRONG.— Then a man who pays an assessment 
on one of your certificates for ten or a dozen years has no financial 
assurance, owing to the condition of your company, that the con- 
tract will be paid, although he shall perform every duty he has 
agreed to perform? 

MR. WILLIAMS. — Why, it is obvious if the assessments are not 
paid, the policies as they mature cannot be paid. 

SENATOR ARMSTRONG.-Now, our information is that, while 
it may be due to dishonest or incompetent men that assessment 
companies have had the troubles they have had, the essential reason 
has been that they did not charge sufficient rates. 

MR. WILLIAMS.— I think my people will agree with you in that, 
Mr. Chairman. 

SENATOR ARMSTRONG. -Yes, and unless they do in the 
future, many of them now extant will have short lives. 

MR. WILLIAMS.— There is no question but that if assessment 
companies do not charge sufficient rates they will go under. One 
of my suggestions to you is — 

SENATOR ARMStRONG.-How can you argue to us that your 
company is today charging sufficient rates when, after the exis- 
istence you say it has had, it has no way of guaranteeing to its 
certificate holders the payment of their certificates when they 
mature, except the hope of collecting assessments ? 

MR. WILLIAMS.— Well, I don't think it is fair to speak of that 
as its *' hope." We have been doing business for thirty-five years, 
and during that time have not failed to meet every contract 

SENATOR ARMSTRONG.— The Ancient Order of United Work- 
men has been doing business in that way ? 
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MR. WILLIAMS.~I think it has. 

SENATOR ARMSTRONG.— And it has just found it's rate is in- 
sufficient. 

MR. WILLIAMS.— Well, the pathway of life shows many wrecks 
by the wayside, simply because men have made mistakes. 

MR. ARMSTRONG.— In order to economize time, because I do 
not mean, and perhaps it is quite apart from the purpose of the 
committee— because it is the purpose of the committee not to get 
into any controversies— this is a suggestion I would like to make to 
you so that you may address yourself to it. The Department of In- 
surance for eight years past has maintained the consistent policy, I 
understand, of forbidding the admission into this State of any new 
assessment companies. Under your statement no new companies 
can be formed within the State since last year — that is, since the 
amendment ; so that in writing this into the law we have done noth- 
ing more than already has been the situation for some time in this 
State, and have simply written into the law a description of the con- 
dition which actually exists and will exist in the future, irrespective 
of any legislation we may make. 

MR. WILLIAMS. — Well, I assume that the law-making body of 
this State is not going to make everything a law that the head of a 
department, simply because the power resided in him, has arbitrar- 
ily ruled. It was an outrageous violation of principle, in our opin- 
ion, to exclude companies of this kind. Take, for example, the 
Bankers Life of Des Moines, la., with a surplus of several millions 
and $250,000,000 of outstanding insurance— is there any reason 
why that company should not do business ? 

SENATOR ARMSTRONG.-Yes ; that does not prove anything, 
Mr. Williams. It may have $250,000,000,000 of insurance, and any 
proportion of millions of surplus less than sufficient to guarantee 
the maturity of its policies, and be an unsafe company. 

MR. WILLIAMS. — ^That proposition may be well taken or may be 
well made, if this Committee proposes to eliminate from its consid- 
eration the fact that there are companies in existence today which 
have been in existence a sufficiently long time to demonstrate that 
a company on these lines properly managed does work out its com- 
plete success. Now, it is no more fair to say to assessment people 
that you shall go out of business, than it is to say to old line com- 
panies the same thing ; and there is no reason why you should dis- 
criminate. As I say, the people of this country have lost many 
times more money by the failure of a single old line company than 
by all the assessment failures that have ever occurred. Now, the 
fault is not with the principle, but with the abuse of this principle. 
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SENATOR ARMSTRONG.— That is a statement that is easier to 
make than it is to demonstrate, Mr. Williams. 

MR. WILLIAMS.— No, I don't think it is ; it is susceptible of de- 
monstration. 

SENATOR ARMSTRONG.— Possibly. 

MR. WILLIAMS.— Bear in mind my opening statement, that 
these companies seek to furnish only protection. 

SENATOR ARMSTRONG.— They propose to furnish protection, 
I think would be the better statement. 

MR. WILLIAMS.-N0 ; I do not think that is fair, or that it 
would be a better statement. We do furnish protection, and have 
furnished protection for thirty-five years ; and there is no founda- 
tion for saying, if you will examine our books, or if you will exam- 
ine our plan of insurance or examine our history, there is no foun- 
dation for saying that we will not continue to furnish protection. 
We are charging a rate which I would be perfectly willing to sub- 
mit to any of the actuaries who have addressed you on this floor, 
which will carry us through ; we are charging a rate which enables 
us, when an individual has reached the age of sixty-five years, to 
carry him on that rate to the end of his time. We load to about 
25%. 

SENATOR ARMSTRONG.— What is the premium rate upon any 
given style of insurance ? 

MR. WILLIAMS. — We have only one style, and that is to insure 
a man in the event of his death. 

SENATOR ARMSTRONG.— Is it graded on age ? 

MR. WILLIAMS.-It is on the step rate. 

SENATOR ARMSTRONG.— On the age of the insured ? 

MR. WILLIAMS.— There is a yearly advance. 

SENATOR ARMSTRONG.-A yearly advance bs^sed upon at- 
tained age ? 

MR. WILLIAMS— I am unable to say. Mr. Tiffany, can you tell 
us that ? 

MR. TIFFANY.— As the age of the member advances, to the age 
of sixty-five. 

SENATOR ARMSTRONG.— And based on his attained age ? 

MR. TIFFANY.— Yes, for each year. 

SENATOR ARMSTRONG.- What is your rate at age thirty-five, 
per $1,000 of insurance ? 

MR. WILLIAMS.— Mr. Tiffany will probably be able to tell you 
that 

MR. TIFFANY— The rate at age thirty-five is $12.60. 

SENATOR ARMSTRONG.— Can you state, Mr. Williams, or Mr. 
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Tiffany, what the net premium is, computed upon the American ex- 
perience tables with 3i per cent, interest per $1,000, ordinary life? 

MR. WILLIAMS.— I refer you to Mr. Tiffany for that. 

MR. TIFFANY.— Mr. Chairman, I can't, without reference to the 
published authorities give the cost, etc., but $12.60 at age thirty-five 
is about 25% above the net cost at that age, if I understand you cor- 
rectly. 

SENATOR ARMSTRONG.— I am informed that that rate is a 
little over half the net premiums, according to the standards es- 
tablished by Section 84 of the Insurance Law, which is the minimum 
standard permitted by State law. 

MR. WILLIAMS.— For old line companies? 

SENATOR ARMSTRONG.— For old line companies ; that stan- 
dard being based upon the minimum rate which that assumed rate 
of interest and tabular mortality will enable the company to ma- 
ture the contract, to say nothing about its expense. Now, your 
premium, you say, of $12 and some cents includes a 25 per cent, 
loading for expenses ? 

MR. WILLIAMS.— We don't say for expenses. 

SENATOR ARMSTRONG.— Well, loading. So that your pre- 
mium, with its loading added, is but a little more than half suffic- 
ient money, with assumed rate of interest 3i% to financially guar- 
antee the maturity of the contract? 

MR. WILLI AMSL— Well, what is your deduction from that? 

SENATOR ARMSTRONG.— Well, my deduction from that would 
be that conservatism to the public interests would probably justify 
the enactment of a law that no further such companies be per- 
mitted to engage in business in this stiate, either domestic or for- 
eign, because the uniform way of them has been that none of them 
survive the period that is necessary to demonstrate the essential 
failures of their organization and method of collecting premiums ; 
that the demonstration is almost axiomatic that, while they may 
survive a given number of years — it may be one generation or two, 
it cannot survive the test of a century. 

MR. WILLIAMS.— Is there anything which demonstrates, except 
the present large financial holdings that the committee finds fault 
with, that the old line life companies have, that they can stand the 
test of centuries? 

SENATOR ARMSTRONG.— Yes. 

MR. WILLIAMS. — Haven't their companies in the hands of bad 
men met disaster? 

SENATOR ARMSTRONG.— When the money has been wasted 
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and the legal reserve has been dissipated, yes ; but so long as the 
legal reserve remains intact, no. 

MR. WILLIAMS. — But as long as the conditions are met they 
exist and continue to do business ; but when they are not, they go 
down. 

SENATOR ARMSTRONG.— No ; the money is in hand to mature 
every contract. Now, of course, that may be burned, or it may be 
stolen. 

MR. WILLIAMS. — Let me ask you, Mr. Chairman— 

SENATOR ARMSTRONG.— But in addition to these risks you 
would have not only— you incur all these risks, but in addition, the 
risk that the advancing age of your members may compel some of 
them, or a number of them, or many of them, to refuse to pay 
their assessments ultimately, and unless you have been able to re- 
place them with younger men you have nothing with which to 
meet the payment of your maturing contracts. 

MR. WILLIAMS. — I do not understand, from an insurance busi- 
ness standpoint, that it is a bad thing for the company for men of 
advancing age to lapse. I have always understood— * 

SENATOR ARMSTRONG.— That is the thing that we desire to 
discourage — ^the lapsing of policies in late years of life. 

MR. WILLIAMS.— But you were speaking of it as a principle, 
that the members who have advanced in age may lapse, and unless 
new and younger men are taken in to take their place, why, bad re- 
sults follow. 

SENATOR ARMSTRONG.— Well, to get my point, if I have not 
made myself clear, it is this : that there is a certain cost to life in- 
surance. 

MR. WILLIAMS.— Unquestionably. 

SENATOR ARMSTRONG.— And that that cost, except for term 
insurance, is a sufficient amount collected upon the step plan that 
you suggest, or otherwise, which will guarantee the maturity of the 
contracts with assumed rate of interest which is made by experts. 

MR. WILLIAMS.— Yes. 

SENATOR ARMSTRONG.— And that nothing less than that is 
safe ; that anything less than that is essentially unsafe and un- 
sound. 

MR. WILLIAMS :— Well, I must be permitted to say that there 
is a mere conclusion on the part of the Committee ; it is not justi- 
fied by the experience of the company, if the companies have been 
properly managed. I agree with you, of course, there is no deny- 
ing the fact, we do not seek to deny it, that we have not in the 
treasury a sum sufficient to meet outstanding policies, provided we 



Digitized by 



Google 



548 Exhibits 



were obliged to discontinue business today or tomorrow, or at any 
other time ; nor we have never intended to. It is not part of this 
plan. We can do it and we are going to continue to do it ; we are 
furnishing insurance by way of protection, to people who desire it — 
and there seems to be a very large number who do desire it, simply 
because they have not the cost of management and because they do 
not take from the premiums or assessments anything of consider- 
ation to pile up as a surplus. Now you cannot throw experience 
aside ; you cannot say that the demand for assessment insurance 
will suddenly and without reason cease. This subject must be given 
reasonable consideration. I understand, of course, that persons may 
arbitrarily say, if they have the power, that a certain thing shall be 
or shall not be ; but that does not make it right or wrong. You 
cannot eliminate from the consideration of this question the exper- 
ience that the successful existing companies of today have. 

SENATOR ARMSTRONG.-You consider your company one of 
the best, do you not ? • 

MR. WILLIAMS.— I do. 

SENATOR ARMSTRONG.— And you have got one dollar of sur- 
plus in your treasury for every one hundred dollars of insurance ? 

MR. WILLIAMS.— We have something over $200,000 in surplus. 

SENATOR ARMSTRONG.-And $20,000,000 outstanding? 

MR. WILLIAMS.— $20,000,000 of insurance outstanding, approxi- 
mately. 

SENATOR ARMSTRONG.-That is one dollar for each one hun- 
dred dollars of insurance ? 

MR. WILLIAMS. — Yes. Now, there is absolutely no use discus- 
sing the question of a surplus held by assessment insurance com- 
panies to meet death claims. It is not part of their scheme. There 
are no false colors, there is no deceit practiced. It is not the inten- 
• tion or the purpose or the plan of assessment insurance, and never 
has been. It is the purpose and plan of assessment insurance to 
furnish insurance to the people of the country of all classes, but 
those who take it are the poorer classes, and they get it at a rate 
that is not possible in the old line companies— they could not possi- 
bly pay the rate charged by the old line companies. There is in 
common sense no reason why the man who earns $10 or $12 a week 
should not be able to get insurance of some kind, and he can get it 
from us. We are furnishing insurance, and have been, at an ex- 
pense under 14 per cent. 

SENATOR ARMSTRONG.-You cannot furnish it any cheaper 
than term insurance, than other companies, old line or otherwise, can 
you? 
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MR. WILLIAMS.— Why can't we ? If our expenses in the very 
nature of things are not as large, and if we do not seek to pile up a 
surplus. 

SENATOR ARMSTRONG. -I only ask you. 

MR. WILLIAMS.— There are in our company 10,000 men banded 
together for their mutual protection. That is all this thing is. 
They must have a clearing house somewhere ; there must be a cen- 
tral point It is in Buffalo, in this instance. We receive every 
month their assessments, and we take from that very much less 
than the law says we may take for that purpose. The expenses of 
our company are nominal, and we distribute the balance among 
them, our members, and yet with economy we have been able to 
save upwards of $200,000 from the very small percentage that we 
have taken from assessments from those expenses. 

MR. COX.— Don't you think you are somewhat given to criticism 
by not making it more apparent to the policyholders that they are 
subject to increase in their rates, and it is in effect term insurance 
subject to increase? I think you misunderstood the chairman's 
first question, or one of his first questions, when he asked you 
whether or not you would be willing to increase your rates and go 
on the level premium basis. I think that was the effect qf one of 
his questions some time ago, and you said you thought you would 
be willing to do it. I assume you are not willing to go on a level 
premium basis and maintain the reserve that would be required by 
that? 

MR. WILLIAMS.— No, Mr. Cox, we are not willing to go on a 
level premium basis, as I understand that term to be used by you. 
Our premiums, if you call them so, must be collected monthly, be- 
cause our business is with a class of people to whom it would be 
burdensome to pay semi-annual or annual dividends. It is a matter 
of vast importance to them that they can pay their premiums 
monthly, or their assessments monthly, and in small sums. So far 
as the increased rate is concerned, we are willing to adopt any rate, 
if the one that we now have should not be sufficient, any rate which 
is necessary to secure to the policyholders the carrying out of our 
contracts, provided you do not make as a condition of that security 
to the policyholder the piling up of a reserve. If you want us to do 
our business along such lines with reserves in proportion to our 
business, establish ourselves on lines similar to old line companies— 
simply to step out of the assessment business and into the old line 
life insurance— no, we shall protest against that. 

Do not misunderstand me. We want to take this position, that 
we believe in assessment insurance pure and simple, and that there 
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is no reason why assessment insurance as a principle or as an insti- 
tution should be disturbed. The reasons for the evils that exist in 
some companies are well known and the remedies are very plain. 
There should reside in the Department of Insurance certain con- 
trolling powers. Men should not be at liberty to go on year after 
year taking unwarranted percentages of premiums or assessments 
from policyholders for any reason, either for their own selfish ends 
or because they are incompetent to manage the companies and fur- 
nish insurance at the same reasonable and low rate that other as- 
sessment companies do. And the Superintendent of Insurance 
should have power to regulate that within certain lines defined by 
law. 

The rate of insurance could also very well be regulated by law. 
To that we would have no objection, none whatever. Now, what 
you propose, Mr. Chairman, is, in the opinion of the people who 
have given the bill careful study, nothing short of annihilation. 
You might as well say that on a given date assessment companies 
shall go out of business, as to enact what you now propose. It re- 
quires no argument on my part, of course, to convince you that the 
golden rule in force in nearly all States, that, " as you do unto us, 
so we will do to you," will be applied to the assessment companies. 
If you won't allow foreign companies to come here, of course, the 
States that ^re excluded will apply the same rule to the New York 
companies. 

We contend that our position and our results entitle us to the 
greatest consideration at the hands of the legislature ; that we 
have shown that we can make good ; that this principle, in the 
handsof business men, honestly conducted, is perfectly sound and 
correct ; and as such, we should not be limited or punished or han- 
dicapped because the principle unfortunately at times in the past 
has been found in the hands of men who, as I say, for one reason 
or another, because of their inability or negligence, have allowed 
failure to result. 

MR. COX. — Has not this failure come from the fault of the 
policyholders themselves, in not being willing to stand for payiug 
the rates under the assessment plan that they ought to pay ? 

MR. WILLIAMS.— I do not think so, Mr. Cox, because in our own 
company we find no fault with that. 

MR. COX.— I am talking about the assessment companies that 
have failed. 

MR. WILLIAMS.— I know. You ask if it is not because of the 
fault of the policyholders not being willing to pay a rate which will 
make it safe. I say I do not think it is so, because we have 10,000 
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men and are constantly increasing our membership — men who are 
willing to pay our rates, and they are making no demurrer. 

THE CHAIRMAN.— At what rate did you start to do business 
thirty-five years ago? 

MR. WILLIAMS.— I cannot tell you ; but when this thing was 
started, Mr. Chairman, it was along fraternal lines — I mean to say, 
it was among Masons. A few Masons in Buffalo gathered together 
and paid a dollar a death or a month, or something of that sort. 

THE CHAIRMAN.— How many times have you changed your 
plan? 

MR. WILLIAMS.— Only once, I think. 

THE CHAIRMAN.— Or your method of assessment calls ? 

MR. WILLIAMS. — There was a change, I think, twice. Isn't 
that right, Mr. Tiffany ? 

MR. TIFFANY. — Once to the five year advancing rate, and then 
to the annual rate. 

THE CHAIRMAN. — How recently has your annual rate been 
adopted ? Each one of those in turn are, I suppose, being com- 
pelled by the demonstration as you went along that your rates 
were not suflScient ? 

MR. WILLIAMS. — Yes, by the demonstration. Yes, we were 
satisfied that we would require a higher rate and adopted it before 
any condition arose. 

THE CHAIRMAN.— Are you sure of that, that it was before the 
condition arose that you adopted it ? 

MR. WILLIAMS. — Absolutely sure of it, if we understand " con- 
dition" alike. 

THE CHAIRMAN.— I think that is perhaps what we do not 
understand alike. That is because something suggested to you that 
you were not charging enough and you would get into diflSculties if 
you did not change, and you adopted the change? 

MR. WILLIAMS. — Yes, we have been more or less observant and 
have witnessed the failures of both old line life and assessment 
companies, and have profited by it. 

THE CHAIRMAN. — Of course, I do not wish to interrupt you. 
Finish your argument. 

MR. WILLIAMS. — Now, as bearing upon the experience side, I 
want to call your attention to this fact, that assessment companies 
have paid to policyholders nearly two billions of dollars. It is an 
enormous sum. 

THE CHAIRMAN.— I do not think you need waste any time in 
telling us about the results. We are quite familiar with the figures 
and know the volume of business that is done, and somewhat of 
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the methods. If you will bring yourself directly to the point — of 
course these things bear upon it, but you must assume that we 
have got the data, which are available to every one who investi- 
gates these matters, from the record. 

MR. WILLIAMS.— I cannot bring myself to look at it in this 
way. The position taken by this Committee in its published report, 
to us seems so unfair to these interests that we cannot believe it 
has all the data, and we cannot believe it knows what these com- 
panies have done. We want it to know that the people of this 
country, through assessment companies, have received about two 
billion dollars ; that we have approximately one million policies in 
force in the state of New York today; that there are nearly 
$800,000,000 of insurance being carried by the citizens of this state 
today. 

MR. CHAIRMAN.— From whence do you derive the fact that 
that there are one million policies of assessment insurance in force 
today? 

MR. WILLIAMS.— Approximately one million — I misspoke. It is 
approximately 800,000 policyholders. 

THE CHAIRMAN.— Exclusive of fraternal companies? 

MR. WILLIAMS.— No, I am speaking of fraternal also. 

THE CHAIRMAN.— You are not speaking for them ? 

MR. WILLIAMS.— Yes, sir ; I am. 

THE CHAIRMAN.— We do not attack them at all, do we? 

MR. WILLIAMS. — My recollection is that you say no future 
fraternal companies shall be organized or admitted into this state. 

THE CHAIRMAN.— No ; we have nothing in this law which 
affects, directly or indirecty, a fraternal insurance company. Which 
reduces the policies in this State to something like 78,000 assess- 
ment insurance policies. 

MR. WILLIAMS.— But what is the difference between fraternal 
assessment and business assessment, will you tell me ? 

THE CHAIRMAN.— Well, we think there is a great deal. If you 
demonstrate to us that fraternal is the same as assessment, we shall 
simply extend the provisions to fraternal. 

MR. WILLIAMS. — ^Then you will have to, because as I under- 
stand it, there is absolutely no difference ; both fraternal and busi- 
ness assessments pay their losses by means of assessments. The 
only difference is that one has amonthy tea fight and the other does 
not. And I want to call the Committee's attention to this, that of 
the two billion dollars of insurance moneys paid out by the assess- 
ments companies, it is safe to say that 75 per cent of it never would 
have found its way into the hands of widows and orphans who have 
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received it, had it not been for the existence of assessment insurance 
companies. 

THE CHAIRMAN.-Do your two billion dollars iuclude also fra- 
ternal assessment policies? 

MR. WILLIAMS.— Certainly, all assessment companies. 

THE CHAIRMAN. — How much insurance is outstanding, exclud- 
ing fraternal companies? 

MR. WILLIAMS.— I have that here, and I think it is in the 
neighborhood of $300,000,000— $267,000,000— 

THE CHAIRMAN.-In this State, or throughout the country ? 

MR. WILLIAMS.— Throughout the country. And it must appeal 
to you, Mr. Chairman, as being absolutely fair or unfair, whichever 
way you like to interpret it, that what you say against the assess- 
ment feature of insurance applies with equal and telling force to 
both fraternal and business assessment. 

I have been asked by one of the large fraternal organizations to 
speak in its behalf here, although I have no connection with it, and 
so announced in my opening remarks, that they regard it just as 
fatal to their interests as to ours. Mr. Chairman, I understand 
that the committee has confined its inquiry for information, aside 
from the investigation, to the knowledge and assistance of one 
actuary. Divorcing myself for the moment from the pure selfish 
interests of the assessment companies and speaking to the broad 
question, or question of insurance broadly, it seems to me that this 
investigation should have told this committee, and their experience 
through life in every day affairs should have told this committee, 
that there exist somewhere in this country honest, capable men ; 
men whose ability in the insurance line as actuaries and 
others from the purely business end of insurance com- 
panies, whose work and whose lives have demonstrated 
beyond any question their very great ability. It seems to me that 
their conduct through life and the esteem that they enjoy in the 
communities in which they live— and, my dear sir, the reputation a 
man enjoys is one to which he is entitled ; we do not say of a tem- 
perate man he is a drunkard, or of an honest man that he is a dead 
beat— so I say it is possible for you to walk into the communities of 
these men and learn that they are men of the highest integrity and 
ability. The paths of the old line companies and those of the 
assessment companies have crossed many times at right angles, and 
I do not retract one iota of my statement when I say they have 
camped on our trail and sought our scalps. But my faith and my 
belief in the honesty and integrity of such men as have appeared 
thus far in behalf of the broad principles of life insurance, is such 
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that I would gladly leave to them and to their decision the question 
of the safety and the sanity and the future of assessment life in- 
surance as a principle. And I say to you that it is the duty of 
this Committee, it is a duty you owe to the assessment 
interests, it is a duty you owe to the people who are 
interested in the broad, great principle of insurance, not 
to confine yourselves to the advice, unprejudiced though it 
may be, of one actuary or of one man. I say you should gather in 
corif erence the great insurance men of this country, because they 
have demonstrated their ability to map out lines and plans which 
lead to success. I say their past entitled them to consideration and 
that by consultation with them more can be gained than otherwise. 
And I say it is your plain duty to take into close consultation with 
you men who have demonstrated by the success attained by their 
companies today, the men who are in charge of the successful as- 
sessment companies of this country. And bear in mind, gentlemen, 
Idonotrepresentmenhere who fear losing an office. The affairs 
of the Masonic Life Association are conducted by fifty-two men. 
Fifty of those men have never drawn a dollar of salary or compen- 
sation from the Masonic Life Association. They give their time to 
the work, which to them is a work of philanthropy. They stand 
and speak to you, not in behalf of the men who draw the salaries, 
but they stand to speak to you in defense of the vested rights of the 
members of assessment companies and of their widows, or rather 
their representatives and those who reasonably, upon the death of 
the insured, expect to receive the small sums which we have guar- 
anteed to pay them. You should enter this field with fear and 
trembling. 

I cannot see how you can fail to appreciate the distress, the great 
and wide distress which would follow the enactment of what you 
propose. I do not believe, in morals and sound sense, that you have 
any right to do it. I do not believe that the statistics warrant any 
such thing. I believe you should recede from the position which 
we believe the facts show that you have unjustly taken. 

ASSEMBLYMAN COX.— Mr, Williams, before you finish I sup- 
pose you are going to refer specifically, perhaps briefly, to some 
suggestions and modifications in the report, which would take care 
of your situation ? 

MR. WILLIAMS.— Why, I am simply going to suggest " Don't. " 
You haven't been fair with us. You have gone through this thing 
and you don't say that old line companies shall not exist ; you say 
to them that insurance is a good thing within certain lines; but you 
don't say that to us. You simply say get out Now, we do not want 
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to go, and that is what I am trying to convince you of. (Applause.) I 
am also trying to convince you, in my humble way, that there is no 
reason why we should go. 

ASSEMBLYMAN COX.— We have heard a great many argu- 
ments from eloquent gentlemen on this word " don't " It is very 
general. 

SENATOR ARMSTRONG.-I am afraid I am compelled to say, 
Mr. Williams, " We are from Missouri. " We want to be shown. 

MR. WILLIAMS.— We are convinced that you are from Missouri 
for more reasons than one. 

Now, gentlemen, there is a bill here to which our attention has 
been called, known as 1029. Is that under discussion ? 

SENATOR ARMSTRONG.- What is it about ? What is the title 
of it, and I can tell you. 

MR. WILLIAMS. — It is " to amend the insurance law relative to 
life insurance corporations upon the co-operative or assessment 
plan." 

SENATOR ARMSTRONG.-Yes ; that is under discussion. 

MR. WILLIAMS.— For example, on page 2, line 5, 1 will read four 
or five lines : " And also at least equal to the cost of insurance for 
all policies in accordance with the American experience table of 
mortality, until the next call or assessment is due." 

You have previously in this bill provided that every company 
shall have on hand at all times an amount equal to one assessment, 
which shall be equal to its maximum policy, and which shall be 
equal to what I have just read. 

Then you say " including existing death claims." Now, we think 
there should be inserted there the word "due"— "including existing 
due death claims." For example, it is possible that by reason of 
some epidemic, that you might have in the matter of 24 or 18 
hours more death claims than you could possibly get money on 
within that short time ; and what was fairly intended was due death 
claims. 

In line 11 you will provide that the money shall be held for the 
benefit or protection of its members, their legal representatives or 
beneficiaries. We think there should be inserted there, " as pro 
vided in the by-laws", because nearly every company has by-laws 
which permit the designation of the beneficiary, and it is not always 
their legal representatives. 

Then you first provide that this fund shall be on hand at all times. 
Later in the bill you provide that if this fund shall not be on hand 
for a period of three months, or rather if it has depreciated, that 
within three months it shall be made good. I do not know that 
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the inconsistency there is of so much consequence ; but referring 
again to the bill of last year, these two provisions are very conflict- 
ing. The bill of last year would not permit that for a period of 
three months this fund should be depleted, and 1 think you should 
take the two bills into consideration. 

It also provides " that nothing contained in this article shall be 
coustrued to permit any contract promising any fixed cash pay- 
ment to any living certificate or policyholder." You perhaps will 
recall that nearly every assessment company provides that in the 
discretion of its board of directors, upon the total disability of a 
member a half or other proportion of a policy can be paid to him 
while living, if he is found to be totally disabled. My reading of 
this bill would prohibit that, and it probably wasn't your intention 
that it should. 

SENATOR ARMSTRONG.-What page was that on ? 

MR.WILLIAMS.— Page 3, lines 1, 2 and 3. 

SENATOR ARMSTRONG.-That is the existing law. 

MR. WILLIAMS.— Well, following that you provide :" further 
that any reserve provided for by the articles of association," * * 
*• shall not be used in violation, etc. " If it is the old law, then I 
would suggest that an amendment be made. I see it is the old 
law. 

SENATOR ARMSTRONG.— You do not mean to say that com- 
panies are doing business in violation of the existing law? 

MR. WILLIAMS.— No, I do not think we are doing business to- 
day in violation of existing law. 

SENATOR ARMSTRONG.-That is what you have just sug- 
gested, that the discretion existed to issue certificates for cash pay- 
ments to living certificate holders. 

MR. WILLIAMS.— There are no certificates issued; but the by- 
laws of share assessment companies provide that upon the total 
disability of a member, upon his application therefor, the board of 
directors, in its discretion, may pay him the whole or a part; 
usually a part. * 

SENATOR ARMSTRONG.— But the insertion of such a clause as 
that into a contract, actually or indirectly, would be in violation of 
existing law. 

MR. WILLIAMS.— Yes ; I don't propose that it can be in the con- 
tract. If you put it in the by-laws you give it to him just as well as 
though it is in the contract. 

SENATOR ARMSTRONG.— The present law prohibits such a 
contract. 

MR.WILUAMS.-Yes. 
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SENATOR ARMSTRONG.— Isn't that safe ? 

MR. WILLIAMS.— Why, it is safe except that the courts have held, 
you know, indetermining the rights of a certificate holder or a mem- 
ber that the application, the by-laws and the certificate or policy all 
form the contract ; and as I read this, this thought came to me and I 
thought I would suggest it for your consideration. 

SENATOR ARMSTRONG.— Is there anything else in the bill that 
attracted your attention? 

MR. WILLIAMS.— No, sir, there is not ; I think I have called 
your attention to all of the items. By the way, may I ask you, Mr. 
Armstrong, if you recall — in looking over the general bill once I ran 
across something which provided against discrimination. I don't 
recall whether it was an amendment or not,and I have examined the 
bill several times but haven't been able to find the thing I refer to. 

I simply wish to say that the Masonic Life Association confines 
its business to members of the Masonic Fraternity, althongh it is 
not fraternal. If there is anything in the law which would make 
that a discrimination, we should like to call it to your attention ; 
because we don't intend to insure any but Masons. 

We appreciate how small we are in the insurance world, but, not- 
withstanding that fact, we afford relief and benefit to a great many 
people whose rights and desires and wishes in the matter we believe 
should be respected. I think that one speaker who addressed you 
had the temerity to say that he trusted that no pride of opinion 
would permit you to pursue your evil ways in this matter ; and with 
no offense whatever, we join our prayer to his. 

MR. TIFFANY.— I would like to explain one point which I think 
is misunderstood. You simply asked me about a rate at age 35. I 
want to say to you, we are practically selling term insurance be- 
cause the rate advances each year, and our rates are above the 
usual term rates. 



EXHIBIT U. 
(Hand-book of Premium Rates. Spectator Co., 1906. Introduced 
on page 52. Not printed.) 
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EXHIBIT 45. 

Just a Quarter of a Century ! 

Established 1846 

The Unequaled Record of 

The Connecticut Mutual Life Insurance Co. 

For the past 25 years, out of the 60 years we have been in the field. 





Received 


Returned to 




Contingent 


Year 


from 


Policy-holders or 


Gross Assets 


Liability 




Policyholders 


their 


at end of year 


at risk on lives at 




in premiums 


Respressntatives 


stated 


end of year 


1881 


$5,238,812 


$6,084,224 


$48,761,452 


$159,039,868 


n882 


4,998,030 


5,309,494 






1883 


4,829,098 


5,781,851 






1884 


4,707,437 


5,512,306 






1885 


4,542,265 


5,824,584 






1886 


, 4,464,544 


5,285,001 






1887 


4,422,465 


5,414,301 






1888 


4,436,285 


5,385,348 






1889 


4,418,336 


5,349,313 






1890 


4,416,575 


5,833,592 






1891 


4,504,814 


5,815,371 






1892 


4,622,203 


5,957,100 






1893 


4,623,200 


5,824,015 






1894 


4,677,973 


6,199,812 






1895 


4.681,429 


6,282,518 






1896 


4,743,237 


6,543,125 






1897 


4,743,410 


6,338,560 






1898 


4,768,230 


6,212,099 






1899 


4,932,559 


6,121,364 






1900 


5,086,064 


6.673,091 






1901 


5,109,053 


6,481,708 






1902 


5,271,681 


6,192,728 






1903 


5,325,082 


6,646,891 






1904 


5,411,377 


7,234,628 






1905 


5,481,965 


6,384,763 


$66,038,928 


$169,412,783 











Total 120,456,124 151,177,787 
The Surplus on Jan. 1, 1906, is $4,897,647.00 
The Surplus on Jan. 1, 1881, was $1,889,526.00 
Increased Surplus $3,008,121.00 

We never have issued either Tontine or Deferred Dividend poli- 
cies ; our surplus is distributed annually. 

*In 1 882 the Connpany adopted the safe 3 per cent, reserve. 
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We have paid to policyholders $151,177,787 

Our policyholders paid us, only 120,456,124 

Excess Returned, over premium receipts $30,721,663 

Our present assets are, (January 1st, 1906) $66,038,928 

25 years ago, they were 48,761,452 

Assets Increased during the past 25 years $17,277,476 

Surplus Increased during the past 25 years $3,008,121 

Contingent Liability increased, only $10,372,915 

RECAPITULATION ! 

THAT IS : After paying all expenses and taxes for the past 25 
years, we have returned to and gained for policyholders $168,455,263, 
which is $47,999,139 more than the $120,456,124 they have paid to us 
in premiums. 

The Connecticut Mutual is not only the strongest Company in 
America, but returns to and gains for policyholders each year more, 
per $100 of premiums received, than any other Company, 

It is the only American company that has ever paid back to 
policyholders (and is doing so each year) more than received from 
them. 

We do not boast of the size of our liabilities, but we are justly 
proud of our more valuable quality. 

T. E. Lane, General Agent for New York City & New Jersey, 
170 Broadway, New York. 
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EXHIBIT 46. 

REPORT OF CHICAGO COMMITTEE. 

St. Paul, Minn., April 20, 1906. 

A meeting of the Committee appointed by Governor Johnson, 
Chairman of the Conference of Governors, Attorneys-General 
and Commissioners of Insurance, held at Chicago, February 1st, 
1906, was called to meet at the Palmer House, Chicago, March 20, 
1906. There were present at such meeting Zeno M. Host, H. R. 
Prewitt, T. E. Drake, A. I. Vorys, B. F. Grouse, George F. Adams, 
J. E. Bird and Thomas D. O'Brien. Messrs. Talcott H. Russell, 
New Haven, Conn., and J. C. Richburg of Chicago, members of the 
Insurance Committee of the conference of State Insurance Commis- 
sioners of Uniform Laws, and Hon. Butler Ames of Massachusetts, 
were also present. 

In addition to listening to the arguments of representatives from 
the various insurance companies present, and approving of a draft 
of a bill to be recommended to Congress for the regulation of in- 
surance in the District of Columbia, the Chairman was directed to 
appoint certain sub-committees, they to report drafts for bills upon 
the respective subjects referred to them at the next meeting of the 
Committee. 

I have added to the subjects named the question of the regula- 
tion of fraternal and assessment companies and the following are 
the sub-committees appointed to consider the subjects indicated : 

1. Standard forms of Policies : Messrs. A. I. Vorys, J. E. Bird, 
Julius M. Mayer, Reau E, Folk. 

2. Annual Accounting and Distribution : Messrs. Zeno M. Host, 
Henry R. Prewitt, B. F. Carroll, Thomas E. Drake. 

3. Prohibition of Political Contributions : Messrs. Reau E. Folk, 
W. D. Vandiver, E. T. Young, B. F. Carroll. 

4. Investments : Messrs. Henry R. Prewitt, E. T. Young, B. F. 
Grouse, J. E. Bird. 

5. Policy to contain entire Contract. 6. Agent to be held Agent 
of Company. Messrs. George H. Adams, B. F. Grouse, A. I. Vorys. 

7. Prohibition of false Estimates and Misrepresentation: 
Messrs. B. F. Grouse, W. D. Vandiver, Reau E. Folk. 

8. Election of Directors: Messrs. J. L. Pierce, Henry R. 
Prewitt, George H. Adams, J. E. Bird. 

9. Conversion of Stock into Mutual Companies : Messrs. J. E. 
Bird, Julius H. Mayer, E. Myron Wolf, E. T. Young. 

10. Temporary Stock Plan : Messrs. E. Myron Wolf, Julius H. 
Mayer, J. E. Bird, E. T. Young. 
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11. Participating CJompany not to do Non-participating Business : 
Messrs. W. D. Vandiver, Zeno M. Host, J. L. Pierce. 

12. Salaries of Officers when fixed by Directors. 13. Vouchers : 
Messrs. Reau E. Folk, Julius H. Mayer, W. D. Vandiver, J. L. 
Pierce. 

14. Annual Reports : Messrs. B. F. Carroll, J. E. Bird, Zena M. 
Host, A. I. Vorys. 

15. Regulation of Fraternal and assessment Co-operation Com- 
panies : Messrs. E. T. Young, B. F. Carroll, J. L. Pierce, Henry R. 
Prewitt, Zeno M. Host. 

The first gentleman named on each committee will please con- 
sider himself Chairman of the sub-committee and arrange for such 
methods of communicating with the other members of the sub-com- 
mittee as will best suit the convenience of all. 

The members of the Committee on Insurance of the commission 
to secure Uniform Legislation are to be considered as advisory to 
the entire Committee, but will, I am sure, be glad to render any as- 
sistance in their power to any of the sub-committees. The Presi- 
dent of the Commission is Amasa M. Eaton, Esq., Providence, R. I. 

It is expected that the next meeting of the Committee will be 
held early in August. I believe it would be advisable to have this 
meeting held in St. Paul at the same time that the Committee on 
Uniform Legislation above referred to, holds its meeting. Each 
sub-committee is earnestly requested to be prepared to make a full 
report at that time. 

I attach hereto a statement prepared by Mr. Vorys, embodying 
the general views of the members of the Committee as announced 
at the close of the meeting March 22, 1906. 

Respectfully yours, 
THOBiAS D. O'Brien, 
Chairman. 
Charles W. Farnham, 
Secretary. 

The conference of Governors, Attorneys-General and Insurance 
Conunissioners at Chicago last February appointed this Committee 
with instructions to prepare forms of laws for the better regulation 
of legal reserve life insurance companies, with a view to their ulti- 
mate adoption in the several states. 

This meeting of the committee is in pursuance of its adjourn- 
ment to await the report of the New York legislative investigation 
committee (known as the Armstrong Committee) to the New York 
Legislature. 



Digitized by 



Google 



562 Exhibit U6 



The Armstrong bills are the results of the important investiga- 
tion and the earnest, serious protracted consideration of that com- 
mittee and its skilled assistants. Those bills are designed to reg- 
ulate the operation of New York companies in other states as well 
as in New York, and the operations of companies of other states in 
New York, and they may affect regulations of other states through 
reciprocal or retaliatory laws. If wholesome regulations are estab- 
lished in New York they may be adapted to conditions in other 
states and so result in the uniformity of laws which the conference 
designed to inaugurate through this committee. In the Armstrong 
bills are incorporated, in concrete form, the proposed new princi- 
ples to control statutory regulations of life insurance now generally 
under discussion, and those bills are now the center of general at- 
tention. 

The Armstrong bills have therefore been the basis for discussion 
before this committee and in its deliberations. 

This committee has read and studied the Armstrong bills, 
giving heed to the arguments before that committee 
and careful attention to the oral and written discussion 
of those bills submitted to this committee, and appreciating 
the pains and skill devoted to and exhibited in the Armstrong bills 
and realizing the convenience of conforming bills relating to one sub- 
ject to the same general form and phraseology and the awkward- 
ness of radical departures therefrom, this committee in the bills it 
may prepare will attempt to conform them, as nearly as in the 
judgment of the committee the same may be, to the general 
arrangement and phraseology of the Armstrong bills or the New 
York laws on the same subjects. 

The resolution of the Chicago conference, the Armstrong bills, 
the bills pending in other legislatures and the general discussion of 
the subject indicate a general conviction among the people that the 
State should exercise more control over the management of life in- 
surance companies. This committee shares that conviction and the 
chief consideration appearing to justify that conviction is that 
widely scattered policyholders, whose individual interest are rel- 
atively small, as to the whole do not exert intelligent, concentrated 
control over those who manage their funds and no system has been 
devised by a large company or by the law that will effectuate such 
control. 

The efforts of this committee have been first directed to ascer- 
tain, if possible, what control by the state will be most conducive of 
honest, economical, competent management while interfering least 
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with the honest judgment and proper conduct of those responsible 
for the management. 

Every proposed radical interference, except to prevent frauds 
and crimes, has been opposed by arguments submitted [to the Arm- 
strong committee and this committee. Among those are, limiting 
volume of new business, limiting expense loading and restricting 
commissions and, other expenses, limiting surplus or contingency 
reserves, forbidding deferred dividends and compelling annual dis- 
tribution and the establishment of statutory standard forms of 
policies. These and other proposed forms of interference by the 
state meet instinctive opposition because they undertake to control 
what are theoretically private contracts respecting a legitimate 
matter with which the state does not ordinarily interfere. 

This committee is of the opinion that the considerations far out- 
weigh those against interference by the State. 

An annual accounting and report of dividends on all plans of in- 
surance and all durations and at different ages, after the manner 
prescribed in the amendment of Section 104 proposed in the Arm- 
strong bill, would permit of intelligent comparisons and weighing 
of relative merits induce competition in dividend results and there- 
fore tend toward a compelling of honesty, economy and competency 
in management, if policies of the same class in different companies 
had like provisions and benefits. With widely differing provisions, 
such system of annual accounting and reporting, in affording oppor- 
tunities for comparisons, loses much of its merit. If standard 
forms may be prescribed and all companies compelled to use those 
forms, then it would seem that the annual reports of dividends 
would be susceptible of intelligent comparison by ordinary persons 
and accomplish much in determining relative merits of companies. 

After giving careful attention to all arguments advanced, and 
upon protracted consideration, this committee is of the opinion that 
it is feasible to do so and that for the reasons stated and to 
prevent ambiguous and deceptive policies, standard forms of poli- 
cies should be prescribed by statute. The committee is further of 
the opinion that upon the establishment of such standard forms 
and the annual accounting and reporting of dividends, meritorious 
competition will so tend to compel good management that further 
interference by the state with the management in the particulars 
referred to may not be necessary. 

The committee therefore instructs its sub-committee, to be here 
appointed for that purpose, to prepare standard forms of policies 
and forms of law to carry them into effect. While in some respect 
and details the forms proposed in the Armstrong bills are not ap- 
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proved, those forms are in general approved with the expectation 
that in some respects and details those forms will be changed by the 
Armstrong committee and the sub-committee of this committee is 
directed to follow generally the New York forms, making no 
changes unless considered necessary, and the sub-committee will 
prepare such additional forms as may be deemed proper and, to 
provide against the possible omission by inadvertance of meritorious 
forms that should have been included and for forms that may be 
desirable under unusual circumstances, the bill to establish such 
standard forms shall authorize other forms proposed by companies, 
upon the approval of the insurance department. 

This committee does not approve the "Select and Ultimate" 
method of valuation. It does approve the valuation of preliminary 
one year term policies as term insurance the first year and therefore 
the forms of policies so to be prepared shall include forms for one 
year preliminary term policies. 

Several of the bills recommended by the Armstrong Committee 
relate to local conditions or are of such nature that the committee 
does not consider them within the scope of the matters respecting 
which it was instructed to prepare bills. The sub-committee is, 
however, directed to prepare bills embodying the principles set forth 
in the following bills recommended by the Armstrong committee ; 
No. 517 Relating to political contributions by corporatians ; No. 
996 : Sec. 6, Restrictions as to real property ; Sec. 16, Policy to 
contain entire contract, etc. Sec. 17, Agent to be held agent of 
Company ; Sec. 18 ; False estimates and misrepresentations pro- 
hibited, (and in this section provide against false estimates on 
other contracts and on capital stock and in the anti-rebate law 
forbid any other contract or thing of value being offered or sold in 
connection with insurance policies) ; Sec. 22, Distribution of sur- 
plus to policyholders (incorporate provision for annual distribution 
but omit prescribing method) ; Sec. 29, Election of directors (with 
provision for cumulative voting and modified representative gov- 
ernment) ; Sec 30, Conversion of stock into mutual company with 
provision against abridging any control the state has over such 
company or the rights of policyholders under the law of the state 
or charter or contracts of the company respecting the control of 
the management or conversion of the company ; Sec. 34, Salaries 
of officers etc., when fixed by directors, Sec. 35, Vouchers ; Sec. 38, 
Participating companies not to do non-participating business ; Sec. 
39, Annual reports, giving detailed information to insurance de- 
partments. 

After discussing the Ames bill pending in Congress and making 
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suggestions respecting that bill, on motion the chairman was au- 
thorized to name the sub-committee to prepare bills. The chair- 
man announced that he would name the sub-committee in a few 
days. 





EXHIBIT 47. 




B— 




Telephone 


Regarding 


Office of 

David Parks Fackler, 

Consulting Actuary, 

35 Nassau St 

Expenses of the 


5427 Cortlandt 




Mutual Benefit Examination in 


1901. 



The expenses of this examination were only partly. under my 
control : Messrs. Hayes & Duryee, the lawyers employed by the 
department to examine titles and obtain appraisals, rendered the 
larger part of the bills directly to the Company. So far as I have 
learned, the cost was as follows : 
Payments for appraisals ordered by Hayes & Duryee 

(this includes a payment in January 1902) $4,173 75 

Paid Hayes & Duryee for their own services, including 

some local appraisals 4,150 00 

Paid the Company's own clerks for extra work 150 00 

Paid D. P. Fackler and the seven men employed by 

him* 3,072 00 

Total cost $11,545 75 

Examination began April 8th; Report made October 30th. 
There was great delay in the appraisals ; my work at the Company's 
office was over before July 1st, or nearly four months before the 
report could be made. 

D. P. Fackler. 

Mncludinff various expenses and cost of a trip to Omaha to obtain appraisals. 
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EXHIBIT 48. 

Copy of letter showing expenses of examination of Mutual Ben. 

Life Ins. Co. in 1905. 

Sept. 7, 1905. 
The Mutual Benefit Life Insurance Co., 
Newark, New Jersey, 

Dear Sirs: 

The expenses for the examination of your affairs, made by the 
Department of Banking and Insurance of New Jersey, for the date 
of December 31, 1904, have now been ascertained, and amount in 

all to $11,240 96 

In accordance with the request of the Department 
you have paid on account for current expenses up 
to July 14, sums aggregating 10,000 00 



leaving a balance of $ 1,240 96 

for which please give me your check in the same general form as 

for the previous installments. 
I certify that all of the expenditures were for necessary expenses 

and for reasonable and usual payments for services. 

The payment clearly chargeable for inspection and appraisal of prop- 
erties and for reports from county clerks amounted to $4,361 64 

For the services of lawyers in passing upon titles of 
properties owned by or mortgaged to the Company 
and of the examiners and their assistants, covering 
the obtaining of appraisals and some work in the 
way of appraisal not separable from other work were 
paid 6,879 32 



Total asabove $11,240 96 

I further certify that no payments have been made to any per- 
son except to appraisers, county clerks and persons actually em- 
ployed in the work of the examination, and for necessary expenses 
connected with the work, also that all bills and dues connected with 
the examination have been paid, and that all of the appraisals ob- 
tained have been turned over to the Company. 

Yours respectfully, 
(Signed) D. P. Fackler, 

Examiner. 
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EXHIBIT NO. 49. 

B~ Telephone 

Regarding 5427 Cortlandt 

Office of 

David Parks Fackler, 

Consulting Actuary, 

35 Nassau street. 

Expenses of the 

Prudential Examination in 1903-04. 



Paid for appraisals $ 9,301 30 

Paid for lawyers and examiners and their expenses 9,690 10 

Total $18,991 40 

Examination began October 12th, 1903, and ended with Report 
February 26th, 1904. 



Expenses of the 
Prudential Examination in 1899 and 1900. 



This Examination was made jointly by the Missouri and the New 
Jersey Departments. I had nothing to do with the expenses of the 
examination of titles and appraisals, and am unable to report what 
they were. 

As the examination work at the office was shared by the two De- 
partments the charges of each Department were reduced ; my bills, 
for myself and five assistants and expenses, were $1,820 

(I employed eight different men in all, but some succeeded 
others, so that it seems more reasonable to speak of the number as 
five.) 

The Examination began October 25th, 1899, and ended Feb. 20, 
1900, with some weeks of inaction in December, waiting for the 
company to close its books. 

D. P. Fackler. 
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EXHIBIT 50. 

(List of securities owned by Colonial Life Insurance Company of 
America; November 23, 1895. Introduced on page 124. Not 
printed.) 



EXHIBIT 51. 



(By-Laws of Colonial Life Insurance Company. Introduced on 
page 127. Not printed.) 



EXHIBIT 52. 

THE COLONIAL LIFE INSURANCE COMPANY 
OF America. 
Home Office 

Colonial Building, Jersey Cffy, N. J. 

Officers. 

Edward F. C. Young, President. 
John A. Walker, Vice-President. 
Ernest J. Heppenheimer, 2nd Vice-Pres. 
Charles F. Nettleship, Secretary. 
Dunbar Johnston, Assistant Secretary. 
John Nevin, M. D., Medical Director. 
Joseph D. Bedle, Counsel. 
Charles J. Harvey, Actuary. 
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ADULT TABLE OF RATES WHOLE LIFE INSURANCE 

Policy Payable at Death Only. 

Amount op Insurance for Weekly Premium op 



si 



-s 
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"I 
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o| 



<DQ 



10 

11 

12 

13 

14 

16 

16 

17 

18 

19 

20 

21 

22 

23 

24 

26 

26 

27 

28 

29 

30 

31 

32 

33 

34 

36 

36 

37 

38 

39 

40 

41 

42 

43 

44 

46 

46 

47 

48 

49 

60 

61 

62 

63 

64 

66 

66 

67 

68 

69 

60 

61 

62 

63 

64 

66 

66 

67 

68 

69 

70 



120 
118 
116 
112 
108 
103 
100 
94 
92 
89 
87 
84 
82 
80 
78 
76 
74 
72 
71 
69 
67 
66 
64 
62 
60 
69 
67 
66 
64 
62 
60 
49 
47 
46 
44 
42 
41 
39 
38 
37 
36 
34 
32 
31 
30 
28 
27 
26 
26 
23 
22 
21 
20 
19 
18 
17 
16 
16 
16 
14 
13 



240 

236 

232 

224 

216 

206 

200 

188 

184 

178 

174 

168 

164 

160 

166 

162 

148 

144 

142 

138 

134 

132 

128 

124 

120 

118 

114 

no 

108 
104 
100 

98 

94 

90 

88 

84 

82 

78 

76 

74 

70 

68 

64 

62 

60 

66 

64 

62 

60 

46 

44 

42 

40 

38 

36 

34 

32 

32 

30 

28 

26 



336 

324 

309 

300 

282 

276 

267 

261 

262 

246 

240 

234 

228 

222 

216 

213 

207 

201 

198 

192 

186 

180 

177 

171 

166 

162 

166 

160 

147 

141 

136 

132 

126 

123 

117 

114 

111 

106 

102 

96 

93 

90 

84 

81 

78 

76 

69 

66 

63 

60 

67 

64 

61 

48 

48 

46 

42 

39 



432 

412 

400 

376 

368 

366 

348 

336 

328 

320 

312 

304 

296 

288 

284 

276 

268 

264 

266 

248 

240 

236 

228 

220 

216 

208 

200 

196 

188 

180 

176 

168 

164 

166 

162 

148 

140 

136 

128 

124 

120 

112 

108 

104 

100 

92 

88 

84 

80 

76 

72 

68 

64 

64 

60 

66 

62 



470 
460 
446 
436 
420 
410 
400 
390 
380 
370 
360 
356 
346 
336 
330 
320 
310 
300 
296 
286 
275 
270 
260 
260 
246 
236 
226 
220 
210 
205 
196 
190 
185 
175 
170 
160 
156 
160 
140 
136 
130 
126 
116 
110 
106 
100 
96 
90 
86 
80 
80 
76 
70 
66 



466 




444 




432 





426 


497 


414 


483 


402 


469 


396 


462 


384 


448 


372 


434 


360 


420 


354 


413 


342 


399 


330 


386 


324 


378 


312 


364 


300 


350 


294 


343 


282 


329 


270 


316 


264 


308 


262 


294 


246 


287 


234 


273 


228 


266 


222 


269 


210 


246 


204 


238 


192 


224 


186 


217 


180 


2)0 


168 


196 


162 


189 


156 


182 


160 


176 


138 


161 


132 


164 


126 


147 


120 


140 


114 


133 


108 


126 


102 


119 


96 


112 


96 


112 


90 


106 


84 


98 


78 


91 



496 
480 
472 
466 
440 
432 
416 
400 
392 
376 
360 
352 
336 
328 
312 
304 
296 
280 
272 
256 
248 
240 
224 
216 
208 
200 
184 
176 
168 
160 
162 
144 



496 
486 
468 
460 
441 
423 
406 
396 
378 
369 
361 
342 
333 
316 



490 
470 
450 
440 
420 
410 
390 
380 
370 
350 



10 

11 

12 

13 

14 

16 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

36 

36 

37 

38 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

60 

61 

62 

63 

64 

66 

66 

67 

68 

69 

60 

61 

62 

63 

64 

66 

66 

67 

68 

69 

70 



One-half Benefit First Six Months. Full Benefit after Six Months. Policies will 
not be issued at a^es under eighteen except for Premiums indicated in above Table. 

Liberal Cash Dividends on all Policies at the expiration of Five years. Paid-up 
Policies and Cash Surrender Values given in accordance with modern life insurance ideas. 
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ADULT TABLE OF RATES WHOLE LIFE INSURANCE 

Showing amount of Premium required for Policy of Even Five 

Hundred Dollars. 



Age next 
Birthday 


Weekly 
Premium 


Age next 
Birthday 


1 

Weekly 
Premium 


Age next 
Birthday 


Weekly 
Premium 


18 


27 Cents 


29 


36 Cents 


40 


50 Cents 


19 


28 " 


30 


37 " 


41 


51 ' 




20 


29 " 


31 


38 " 


42 


53 ' 




21 


30 " 


32 


39 " 


43 


56 ' 




22 


30 " 


33 


40 " 


44 


57 ' 




23 


31 " 


34 


42 " 


45 


60 ' 




24 


32 " 


35 


42 " 


46 


61 ' 




25 


33 " 


36 


44 « 


47 


64 ' 




26 


34 " 


37 


45 " 


48 


66 ' 




27 


35 " 


38 


46 " 


49 


68 ' 




28 


35 " 


39 


48 " 


50 


71 ' 





Benefits in first year same as under Regular Adult Table. 



INFANTILE TABLE. 



Weekly Premium, Five Cents. 



Benefit payable if Policy has been in 


Age next birthday when Pol- 
icy is issued. 


force for 


2 

10 
15 
17 
20 
24 
29 
55 
80 
100 
120 


3 


4 


5 


6 

16 
29 
39 
60 
99 
120 


7 

19 
35 
55 
85 
120 


8 

22 

50 

80 

120 


9 


Less than 6 months 

More than 6 months but less than 1 year 

One year 

Two years 


11 
17 
20 
24 
29 
51 
75 
100 
120 


13 
20 
24 
29 
47 
70 
100 
120 


14 
24 
29 
43 
65 
95 
120 


28 

75 

120 


Three " 

Four " 

Five " 




Six " 




Seven " 

Eight " 





Twice the above amounts will be paid for a weekly premium of 
10 cents ; but no higher premium than 10 cents will be taken. 
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ORDINARY DEPARTMENT. 

Policies containing all the attractive features of modem life insur- 
ance, including a distinctly original provision covering death from 
accidental injury, are issued in amounts from $500 to $25,000, with 
premiums payable yearly, semi-yearly, or quarter-yearly. 

Policies which distribute profits at the end of a stated period, 
and others which pay dividends in advance ; some which are payable 
only at death, others in cash at the end of ten to twenty years ; a 
complete assortment, sure to suit any condition and meet every re- 
quirement. 

Branch Offices of 
THE COLONIAL LIFE INSURANCE COMPANY OF AMERICA. 

NEW JERSEY. 
Atlantic City— Bartlett Building. 
Bayonne— Avenue D and lOthStreet. 
Bridgeton — 93 East Commerce Street. 
Burlington— High and Union Streets. 
Camden— John T. Evans, Mgr., 430 Federal Street. 
Dover— Albert W. Renne, Mgr., National Union Bank Building. 
Elizabeth — Jnion County Trust Company Building. 
Freehold — Cor. Main and Court Streets. 
Hightstown— Main and Stockton Streets. 
Hoboken— James G. Walsh, Mgr., Hudson Trust Co. Bid. 
Jersey City— 43 Montgomery Street. 
Jersey City— Thomas C. Seaver, Mgr., 186 Newark Avenue. 
Jersey City —(Bergen Branch)— 96 Monticello Avenue. 
Jersey City— (Heights)— Central Avenue and Hutton Street. 
Lambertville— Bridge Street. 
Long Branch— 213-215 Broadway. 
Millville— Opera House Block. 
Montclair— Morris Building. 
Morristown— 20 Park Place. 

Newark— Chas. W. Hugg, Mgr., Scheuer Bldg., 738 Broad Street. 
New Brunswick— Patrick Hughes, Mgr., 408 George Street. 
Newton— Park Block. 

Orange— Donald A. Gaul, Mgr., 240 Main Street. 
Paterson— Patrick J. Lee, Mgr., Rooms 45, 46 & 47 Exchange Bldg., 

Main and Ellison Streets. 
Perth Amboy— 122 Smith Street. 
Plainfield— 125 East Front Street 
Rahway— Exchange Building. 

Town of Union— Bergenline Avenue and Lewis Street. 
Trenton — Luke P. Welsh, Mgr., Broad St. National Bank Bldg. 
Woodbury— 29-31 Cooper Street. 
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NEW YORK. 

Brooklyn — Edward E. Bagge, Maiu^er, Jefferson Building, 4-5 

Court Square. 
Brooklyn— (Williamsburgh)— Louis Janson, Mgr., 1281 and 1283 

Broadway. 
Brooklyn — (Greenpoint)— 887 Manhattan Avenue. 
Jamaica— Jamaica Savings Bank Building. 
Middletown— Empire Block. 
Newburgh— George 0. Canning, Mgt., Columbus Trust Company 

Building. 
New York City— Jas. H. Christopher, Mgr„ Townsend Building, 

25th Street and Broadway. 
New York City- (59th Street Branch)— 55 E. 59th Street. 
New York City— (Harlem District)— Geo. A. Latour, Mgr., 21 to 25 

East 125th Street. 
New York City— (Bronx)— Paul Moehring, Mgr., Bronx Building, 

177th Street and Third Avenue. 
Yonkers — Rooms 21-22 Warburton Building. 

PENNSYLVANIA, 

Allentown— L. B. English, Mgr., Rooms 203 and 204 Commonwealth 

Building. 
Chester— Room 37, Cambridge Trust Building. 
Easton— Chas. G. McCollam, Mgr., Rooms 510-511 Drake Building. 
Frankford— (Philadelphia)— 4431 Frankford Avenue. 
Harrisburg— Calder Building, No. 16 North 2nd Street. 
Lancaster— Woolworth Building. 
Lansdale— Main and Walnut Streets. 
Manayunk— (Philadelphia)— Gay and Baker Streets. 
Morristown-H. C. Miller, Mgr., 309 Swede Street. 
Philadelphia— Wm. Shubert, Jr., Mgr., 10th Street and Columbia 

Avenue. 
Philadelphia— (South)— 1929 East Passyunk Avenue. 
Philadelphia— (Germantown)—G. M. Bowen, Mgr., Vernon Building, 

Main and Chelten Avenues. 
Philadelphia— (West)— Benjamin I. Bowen, Mgr., Forty-fourth 

Street and Lancaster Avenue. 
Phoenixville— Colonial Theatre Building. 
Pottstown— 239 High Street 

Reading— Harry J. Whitaker, Mgr., Colonial Building. 
South Bethlehem— Fourth and New Streets. 
York— Gehly Building, 11 West Market Street. 
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EXHIBIT 53. 

(Ordinary rate book Colonial Life Insurance Company. Intro- 
duced on page 128. Not printed.) 



EXHIBIT 54. 

The Colonial Life Insurance Company op America. 

Home Office, Jersey City, N. J. Number. 

Whole Life Policy. 

In consideration of the application for this Policy, which is hereby 
made part of this contract, and of the weekly premium hereinafter 
stated, which, it is agreed, shall be paid to the Company or its 
authorized representative on or before every Monday during the 
continuance of this contract. The Colonial Life Insurance Company 
of America promises to pay, at its home office in Jersey City, New 
Jersey, 

unto Beneficiary (named in the ap- 

plication for this policy) of 

the Insured ; or, if the Insured hereunder survive the Benefi- 
ciary, then to the executors, administrators or assigns of the in- 
sured, the amount of benefit provided in the schedule hereafter re- 
ferred to within twenty-four hours after acceptance at its said office 
of satisfactory proof of the death of the insured during the con- 
tinuance of this Policy which is issued and accepted subject to the 
conditions and agreements named herein and on the back of this 
policy, which are hereby referred to and made part of this contract. 

If this policy continues in force, it will become entitled to the fol- 
lowing Cash Dividends and Cash Surrender Values : 

After five years— Cash dividends. 

At the end of five years from the date hereof and at the end of 
each fifth year thereafter the Company will declare a dividend here- 
on payable to the Insured in Cash provided the insured is twenty- 
one years of age, otherwise the dividend will be used to purchase an 
addition to this policy. Said addition may be reconverted into 
cash by the insured when he or she reaches the age of twenty-one 
years. 

After ten years — Cash Surrender Values. 

At the end of ten years from the date hereof, or at the end of any 
fifth year thereafter, the company will pay to the insured as a cash 
surrender value for this pDlicy such an equitable amount as the 
legal reserve which may have accumulated shall warrant, provided 
this policy is duly surrendered to the company within three months 
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after the expiration of said ten years or any fifth year thereafter. 

If this policy is lapsed after three years— Paid-up policy. 

After three years premiums have been paid hereon, if this policy 
shall become forfeited for the non-payment of any premium and 
the insured shall be over thirteen years of age at the date of such 
forfeiture, the Company will grant a non-participating paid-up life 
policy in accordance with Chapter 356, Laws of 1895, of the state of 
New Jersey, provided application for same is made within three 
months of said cancellation. 

Benefits— Death by accident. 

If the insured is over nine years of age, and dies as the result of 
an accident, before this policy has been in force six months the full 
benefit will be paid. If the insured is less than nine years of age, 
and dies as the result of an accident before this policy has been in 
force one year, the Company will pay the benefit due on a policy one 
year in force. 

Schedule above referred to. 
Benefit if insured is not less than ten years of age next birthday $ 

If the insured shall die within six calendar months from the date 
hereof, the company will pay only one-half of this sum. After six 
months from its date the policy will be in force for the full amount. 

Age next birthday at date of policy years. 

Weekly premium cents. 



Table of Infantile Benefits. 
For a weekly Premium of Five Cents Subject to the above Terms. 
Benefit payable if policy has been in force. 

Afire next birthday at date of policy. 

23466789 

Less than 6 months $10 $11 $18 $14 $16 $19 $22 $28 

More than 6 months but less than 1 year.... 16 17 20 24 29 36 60 76 

One year 17 20 24 29 39 66 80 76 

Two years 20 24 29 43 60 86 120 

Three " 24 29 47 66 90 120 

Four *' 29 61 70 96 120 

Five ** « 68 76 100 120 

Six ** 80 100 120 

Seven ** 100 120 

Eifirht •• 120 

Double the above amounts will be paid for a weekly premium of 
10 cents. 

Special Notice — No claim will be paid unless insured is over one 
year of age at date of policy. 

In witness whereof, the president and secretary of said company 
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have signed this policy and affixed its official seal at its home office 
in Jersey City, New Jersey, this 12th day of June, 1905. 

Edward F. B. Young, 

President 

Charles F. NETTLEsmp, 

Secretary. 

This policy, if not satisfactory to the insured, may be surrendered 
within two weeks from the date hereof at the office of the manager 
whose name appears on the premium receipt book belonging with 
this policy. The premiums paid will be returned to the insured. 
Regular Industrial— Form 20, D. Rev. 

CONDmONS AND AGREEMENTS. 

A. Leading Condition.— No claim will be paid on this policy in 
case the insured dies before the date hereof, nor unless on said date 
the insured is alive and in sound health. 

B. Alterations and Waivers.— No person can alter this contract 
or waive any condition thereof except the president, one of the 
vice presidents or secretary of the Company. It is agreed that the 
Company will not be responsible for statements made by any of its 
representatives other than those which are embodied in the contract 
itself. 

C. Term of Grace. — Should the insured die while the premium 
on this policy is in arrears for a term not exceeding four weeks the 
Company will pay the benefits, provided .herein, subject to the con- 
ditions of the contract. 

D. Payment of Premiums.— All premiums are payable at the 
Company's home office but may also be paid to an accredited repre- 
sentative of the Company. Payments to be recognized by the Com- 
pany must be entered when paid in the premium receipt book be- 
longing with the policy. If for any reason, the premium is not 
called for when due by an accredited representative of the company 
it shall be the policyholders' duty before said premium shall be four 
weeks in arrears to send or bring said premium to the Company's 
home office or to one of its district offices. 

E. Naval and Military Service.— The insured may serve in the 
Navy or Army of the United States or in the State Militia in time 
of peace or for the purpose of maintaining order in case of riot ; in 
time of actual war, however, a written permit must be obtained 
from the Company for such service and an extra premium paid. 
Should the insured die from service in actual war without such 
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permit, the Company's liability will be restricted to the net reserve 
on this policy computed according to the legal standard of New 
Jersey. 

F. Contract When Void. — This policy will be void if there is in 
force upon the life of the insured an Industrial policy previously is- 
sued by this Company unless the policy first issued is endorsed by 
the president or secretary, authorizing this policy to be in force at 
the same time ; or if any of the representations upon which this 
policy is issued are not correct ; or if the said weekly premium is 
not paid according to the terms of this contract ; or if the insured 
is under eleven years of age and is now or may hereafter be insured 
while under such age in this or any other company, association or 
society and the aggregate premiums on such insurances shall ex- 
ceed ten cents per week. If for any cause this policy becomes void, 
all premiums paid hereon will be forfeited to the company except 
as herein provided. 

G. Reinstatement of Policy.— If this policy becomes cancelled for 
non-payment of premium it will be reinstated within one year from 
the date of cancellation upon written application and payment of 
all arrears subject to satisfactory evidence of the sound health of 
the insured if required by the Company's regulations. 

H. Incontestability.— Should the insured die two or more years 
from the date hereof after all due premiums have been paid and 
full proof of death given to the company within three months after 
such death, this policy shall be incontestable except that the bene- 
fits provided herein may be adjusted for misstatement of age. 

I. Limitation. No action at law under this policy shall be main- 
tainable against the Company, unless brought within six months 
following the death of the insured. 
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EXHIBIT 55. 

Form 1. 20M-7.^05. 
Med. Ex. ordered. 
Date 190 . 

Agent. Policy No. 

Ass't Mgr. District. 

For Office Use. Examined by 
For Office Use. Approved by 

Application for Insurance in 

The Colonial Life Insurance Company op America. 

Home Office, Jersey City, N. J. 

Questions to be answered by the person whose life is proposed 
for insurance if age is 15 years next birthday or over, but, if 
younger, by the Parent or Guardian. 

1. Full name of person to be insured ? 

2. Med. Ex. Call. At o'clock, a. m., p. m. on 

No. Street Town. Floor. Front or Rear. Right or Left 

3. Date of birth. Month. Day. Year. 

4. Age next birthday. 

5. Amount of insurance. $ 

6. Weekly premium ? 

7. Place of birth. (State or County.) 

8. Race ? (White or Colored.) 

9. Sex? 

10. Married or Single? (If Adult) 

11. Occupation. (Omit for lives less than 15 years.) * 

12. Is life proposed now insured in this Company ? *If so, state 
numbers and amounts of policies. Numbers. Amounts. Is life 
proposed now insured in any other Company, Association or So- 
ciety ? If so, state name and for what amount. 

13. Has life proposed ever been rejected or postponed by this or 
any other Company, Association, or Society ? If so, by whom ? 

14. A What is the present condition of health? B When last 
sick? Month. Year, c Of what disease? D Does any physical 
or mental defect or infirmity exist ? 

15. Height and weight? —ft —in. tts. 

*If a policy is already in force in this Connpany on life proposed and this application 
is for additional insurance, the policy must be sent to the Home Office attached to the 
application, which should be marked in the left hand marsrin ** additional ." If applica- 
tion is for increased or decreased insurance and the exiting policy is to be lapsed, a 
lapse schedule containing particulars of the policy as well as the policy itself must 
be attached to the applicatipn. 
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16. Has either Parent or any Brother or Sister died of Consump- 
tion? 

17. Does Rupture exist ? If so, is a proper truss worn ? 

18. Is spirituous liquor used ? Is opium or any narcotic used ? 

19. Has life proposed ever suffered from Consumption, Asthma, 
Spitting of Blood, Habitual Cough, Apoplexy, Paralysis, Heart Dis- 
ease, Insanity, Fits or Convulsions, Rheumatism, Disease of the 
Liver or Kidneys, Cancer, Ulcers or accidents of any kind ? State 
what disease. 

I hereby apply for insurance for the amount herein named, and 
I declare and warrant that the answers to the above questions are 
complete and true, and were written opposite the respective ques- 
tions by me, or strictly in accordance with my directions. I agree 
that said answers, with this declaration, shall form the basis of a 
contract of insurance between me and The Colonial Life Insurance 
Company of America, and that the policy which may be granted by 
the Company in pursuance of this application, shall be accepted 
subject to the conditions and agreements contained in such policy. 
I further agree that no obligation shall exist against said Company 
on account of this application, although I may have paid premiums 
thereon, unless said Company shall issue a policy in pursuance 
thereof, and the same is delivered to me, and I furthermore hereby 
assent that part or all of the insurance issued hereunder may be re- 
insured. 

Signature of Applicant. To be made by the person whose life is 
to be insured if 15 years old next birthday, or over, but, if younger, 
by the parent or guardian. Applicant's mark not accepted if able 
to write. State relationship of person who signs, if life proposed is 
less than 15 years old next birthday. 

Witness. 

Dated this day of 190 

Agent's Certificate. This certificate must in all cases be signed 
by the Agent himself after the above questions are all answered, 
and he has become satisfied that the life proposed is a first-class 
risk, and also by the Assistant Manager if application was secured 
by one. 

A. Is the Applicant a relative of yours ? State relationship. 

B. What amount of Premiums have you collected in ad- 
vance ? cts. 

I certify that I have this day of 190 , personally 

seen and questioned the Applicant herein named, and I advise the 
Company to accept the risk. 
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Assistant Manager. 

Agent. 

Unless you receive your policy, or your money is returned within 
three weeks from the date of this receipt, please notify the Com- 
pany, giving name of Agent, amount paid, and the date when paid. 

The Colonial Life Insurance Company of America. 

Home Office, 43 Montgomery Street, Jersey City, N. J. 

No. 190 . 

Received from 

cents, which is a payment on account of Application this day 
made for insurance in the above named Company. No obligation 
is incurred by said Company by reason of this payment, unless said 
Application is accepted and a policy granted and delivered. 

Agent. 

See that all questions are correctly answered before sending ap- 
plication to the home office, and thus avoid delay in issuance of 
policy. 

Managers responsible for medical fees unless specially noted in 
red ink. 

Medical Examiner's Report. 

To be filled in by a regularly appointed Medical Examiner, when 
the amount applied for is $100 or more. 

Observe five important points : 

1. A personal examination. 2. The age next birthday. 3. Con- 
dition of health. 4. Personal and family history. 5. Applicant's 
signature below. 

1. Is question 19, on the other side answered correctly ? 

2. Does the date of birth given to you agree with that given to 
agent? 

3. What do you believe to be the age next birthday ? 

4. Race? (White or colored.) 

5. Height and weight? (If over 15 years.) ft. in. fts. 

6. Does the applicant appear to be in good health ? 

7. Is there any physical or mental defect or infirmity ? 

8. Has applicant ever been rejected by this or any other Com- 
pany, Association or Society? 

9. Has either parent, or a brother or a sister died of consump- 
tion? 

10. Has applicant's husband or wife, brother or sister tubercular 
disease? 
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11. Have you reason to suspect intemperate habits, or, if female, 
immoral life ? 

12. Has applicant within the past five years had any serious ill- 
ness or injury, Spitting of Blood, Habitual Cough, etc,? If yes, 
give date and particulars below. 

13. Is the Heart diseased ? 

14. Are the Lungs diseased ? 

15. Do you detect disease of any kind? 

16a. Are you satisfied as to the identity of the person examined 
with the life proposed ? 

16b. Color Eyes? 

16c. Color Hair. 

16d. Have you ever previously examined applicant for this Com- 
pany? 

17. Does applicant appear anaemic ? 

18. Is there any reason to suspect disease of the stomach, liver, 
intestines, or genito-urinary tract? 

19. Give rate of pulse. 

20. Give respiration per minute. 

21. If life proposed is a female, statei whether menstruation is 
established and regular ? If not, state particulars. 

22. What is exact occupation? 

23. Is applicant connected in any way with the manufacture or 
sale of ale, wine or liquor ? 

24. Are surroundings sanitary? 

25. Date of examination. Day, Month, Year, 190 . 

26. Is life proposed a first-class, fair, average or poor risk? If 
other than first-class, state reasons therefor. 

Remarks : Use this space for explaining answers to above ques- 
tions when necessary. 

Signature of party examined, or, if too young to write, of person 
applying for child's insurance ? 

I certify that I have personally examined the above, that the 
answers are true, and that the person examined signed in my 
presence. M. D. 

If signature of applicant has been previously attached to Medical 
Examiner's Report in space marked "signature of party examined, 
&c.,'' or omitted on the face of application, send to the Home Office 
without examination. 

Beneficiary statement. 

I, the undersigned, making application this day of 190 , 

for a policy of Insurance in The Colonial Life Insurance Company 
of America, Home Office, Jersey City, N. J,, do hereby and herein 
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designate my (state relation- 

ship, if any) as the legal Beneficiary of said Policy, in event of my 
death, and a receipt signed by h will be sufficient proof of pay- 
ment and conclusive evidence that all benefits and claims under 
such policy have been satisfied. It is further agreed that this state- 
ment is a portion of the Application of Insurance itself, and is 
equally binding therewith. I apply for $ Insurance at a 

weekly premium of cents. 

Witness (Witness required if Applicant signs by mark.) 
(Signature of Applicant, if adult ; if Applicant is less than 14 
years of age, then Parent or Guardian to sign.) 

See that all questions are correctly answered before sending Ap- 
plication to Home Office, and thus avoid delay in issuance of policy. 



EXHIBIT 56. 

Ordinary Life. 
The Colonial Life Insurance Company of America 

Hereby agrees to pay 

Amount ($ ) dollars. 

When Payable— Immediately on aceeptancc of proofs of the 
death of the insured, of in the 

County of State of 

To Whom Payable— To the executors, 

administrators or assigns of the insured. 

Where Payable — At the Home Office of the Company in Jersey 
City, New Jersey, at which place the annual pre- 

mium 

Premium— Of ($ ) dollars shall be paid to the com- 

pany in exchange for the company's receipt on the delivery of this 
Policy, and on or before the day of 

How and When Payable — In each year during the life of the in- 
sured. 

Policy No. This Policy subject to the provisions on the 

following pages, is issued in consideration of the application there- 
for, which is hereby made a part of this contract, and of the pay- 
ment in the manner specified of the premium above stated. 
Age 
Examined by 

In witness whereof, the Colonial Life Insurance Company of 
America has caused this Policy to be signed by its President and 
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Secretary or Assistant Secretary at Jersey City, New Jersey, and 
dated the day of 190 

Edward F. B. Young, 

President. 



Secretary, 
Assistant Secretary. 



PROVISIONS. 



Incontestability. — ^Af ter two years from date of issue this Policy 
shall be incontestable for the amount due, provided all premiums 
have been duly paid. 

Reinstatement. — If this Policy be lapsed for non-payment of pre- 
mium, it will be revived any time within the Accumulation Divi- 
dend Period and within two years after the date of such premium, 
as specified on the first page hereof, upon written application by the 
Insured and payment of arrears of premiums with interest at the 
rate of five per cent, per annum, provided evidence of the insura- 
bility of the Insured satisfactory to the company be furnished. Ap- 
plication for revival after two years from such date will receive 
equitable consideration. 

Grace. — A grace of one month, during which time this Policy will 
remain in force, will be allowed in the payment of any premium 
after the first, subject to a charge at the rate of five per cent, per 
annum, except for the first seven days of the said grace period, pro- 
vided that no charge shall be less than five cents. 

Change of Beneficiary.— Provided this Policy or any interest 
therein be not assigned, the insured may at any time during its con- 
tinuance, change the beneficiary or beneficiaries, to take effect only 
when such change and the written consent of the company thereto 
are endorsed upon this Policy at the Home Office of the company, 
whereupon all rights of the former beneficiary or beneficiaries shall 
cease. 

Trust Fund Privilege.— At the time this Policy becomes payable 
as a claim the proceeds or any portion thereof (provided such 
amount be not less than $1,000) may be left during the lifetime of 
the Beneficiary in trust with the company, and the company will 
pay thereon, so long as the said amount remains with the company, 
interest at the rate of three per cent, per annum, together with 
such annual dividend as may be apportioned by the company. The 
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said trust fund shall be paid at the death of the beneficiary to the 
executors, administrators or assigns of the beneficiary, but may be 
withdrawn at any time with accrued interest 

Instalment Privilege. — ^This Policy is issued payable in one sum 
on the death of the insured, but the insured may at any time, pro- 
vided the Policy is not then assigned, change the manner of such 
payment from one sum, as provided on the first page, to payment 
by annual instalments, as stated below. 

The following tables are based upon a Policy of $1,000, and will 
apply pro rata to the amount payable under this Policy, provided 
the amount is not less than $1,000. If, however, the amount is less 
than $1,000, the proceeds of this Policy will be payable in one sum 
only. 

The first instalment shall be payable at the same time that the 
original amount would have been payable under this Policy. Sub- 
sequent instalments shall be payable on the succeeding anniversa- 
ries of the first payment. 

At the time any instalment is due, the remaining instalments, if 
any, may be commuted (unless the company shall have been other- 
wise directed by the insured in writing), at the rate of 3 per cent, 
per annum, compound interest, and the equivalent value may be 
withdrawn in one sum. 
Number of Annual Instalments 30 

Amount of each, if equal $49 

Or First Payment $136 

And Succeeding Payments. ... 45 

Special Benefit. — If within the Accumulation Dividend Period of 
this Policy, the death of the insured shall be caused wholly by injur- 
ies externally received, and not resulting from any act of the in- 
sured — ^whether sane or insane^ — or from disease, internal trouble or 
weakness, the inhalation of a gas, or the taking or absorbing of a 
poison, or from war or riot, payment of premiums having been con- 
tinued until said death, the company will pay, in addition to the 
amount insured hereunder, a sum equal to fifty per cent, of the to- 
tal premiums received by the company under this Policy, provided 
said death shall take place within ten days after the occurrence of 
the cause of the death, and proof of such death, satisfactory to the 
company, shall be presented at the Home Office of the company with- 
in ten days after said death. Should such proof not be presented 
within said period, the company shall be absolved from any liability 
under this Special Benefit provision. 

General Provisions. — (1.) — If the age of the insured be under- 
stated, the amount payable hereunder shall be the insurance which 
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the actual premium paid would have purchased at the true age of 
the insured. Age will be admitted on satisfactory proof. (2.) — 
Any indebtedness to the company, including any instalment of pre- 
mium necessary to complete the full year's premium for the current 
policy year, will be deducted in any settlement of this Policy, or of 
any benefit thereunder. (3.) — Only the President, a Vice President, 
the Secretary, or the Assistant Secretary, has power, on behalf of . 
the company, to make or modify this or any other contract of insur- 
ance, or to extend the time for paying any premium, and the com- 
pany shall not be bound by any promise or representation hereto- 
fore or hereafter made, unless in a writing signed by one of the 
aforesaid officers, which shall be the only admissible proof of such 
action. (4.)— Premiums are payable at the Home Office of the com- 
pany, but may be paid to an authorized agent of the company on or 
before the dates when due, in exchange for official receipts signed 
by the president or secretary and countersigned by a manager or 
general agent of the company. If any premium be not paid when 
due, this Policy shall be void and all premiums forfeited to the com- 
pany, except as herein provided. (5.)— Any assignment of this Pol- 
icy must be made in duplicate, and both copies sent to the Home 
Office. One copy will be returned with the company's acknowledg- 
ment endorsed thereon, which shall be the only admissible evidence 
of compliance herewith. The company will not assume any respon- 
sibility for the validity of an assignment, and any claim thereunder 
shall be subject to proof of interest. 

Dividends and Options.— This Policy is issued on the Accumula- 
tion Dividend Plan, and no distribution of surplus will be made here- 
on until the expiration of years from its date, at which 
time, if in force, it will be credited with such dividend as may be 
apportioned by the company, and the insured shall have the right to 
select one of the following modes of settlement ; provided that 
written notification of such selection shall be given within three 
months after the end of the dividend period. Otherwise the com- 
pany reserves the right to make the selection. 

First. To surrender the Policy to the company for its entire cash 
value, consisting of the Accumulated Dividend and the Guaranteed 
Cash Value as indicated in the table of Cash Values. 

Second. To surrender the Policy to the company in exchange for 
a paid-up life policy, and withdraw the Accumulated Dividend in 
cash, or apply it to purchase an addition to the paid-up life policy ; 
provided that if the total amount of paid-up insurance shall exceed 
the sum insured under this Policy, the insured shall furnish evi- 
dence of insurability satisfactory to the company. 
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Third. To withdraw the Accumulated Dividend in cash, and to 
continue the Policy in force by the payment of the premium as 
herein provided, with a dividend payable at the end of each fifth 
year thereafter. 

Fourth. To continue the Policy in force by the payment of the 
premium as herein provided, with a dividend payable at the end of 
each fifth year thereafter, and to purchase with the Accumulated 
Dividend a paid-up addition, provided the insured shall furnish evi- 
dence of insurability satisfactory to the company. 

Fifth. To surrender the Policy to the company, and with the en- 
tire Cash Value purchase an annuity payable during the lifetime of 
the insured. 

After this Policy has beon in force three full years, the following 
provisions, based on completed policy years, will apply, provided 
there be no unpaid indebtedness hereon : 

Paid-up Insurance.— Paid-up Insurance for the amount indicated 
in the Paid-up Insurance column in the following Table will be 
given for one year after lapse without any action on the part of the 
Insured. If within said period the Insured makes written applica- 
tion to the Company, accompanied by due surrender of this Policy, 
the Company will issue a Non-Participating Paid-up policy for said 
amount, to mature in the same manner as this Policy, had it been 
continued in force. 

Extended Insurance. — Or, upon written application accompanied 
by the legal surrender of this Policy to the Company by the Insured 
before the days of grace have expired, with evidence of good health 
satisfactory to the Company, Non-Participating Extended Insurance 
will then be given for the full amount of this Policy for a term as 
shown below, reckoning from the day the unpaid premium first be- 
came due. 

Cash Value.— Or, if this Policy be legally surrendered to the 
Company by the Insured with a written request before the days of 
grace have expired, a Cash Surrender Value will be paid as indicated 
in the Table below. 

Loan. — Or, the Insured may borrow hereon the amount of Loan 
indicated in the following Table subject to the terms of the Com- 
pany's loan agreement then in use, and at a rate of interest not ex- 
ceeding five per cent, per annum. 

Table Above Referred To. 
The amounts stated in the following Table are for a policy of 
$1,000. If this policy is for more or less than $1,000, the values 
will be correspondingly increased or reduced. Any indebtedness on 
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this policy will reduce the insurance, or the sum payable, in the 
same proportion that such indebtedness bears to the cash value : 

At End of Years 3 4 6 6 7 8 

Loan or Cash Value $ 

Paid-up Insurance $ 

Extended Insurance Vrs. Days.. Yra. Days. Yrs. Days. Yrs. Days. Yrs. Days. Yrs. Days- 

At End of Years 9 10 11 12 15 14 

Lean or Cash Value $ 

Paid-up Insurance $ 

Extended Insurance Yrs. Days. Yrs Days. Yrs. Days. Yrs. Days- 'Yrs. Days. Yrs. Days. 

At End of Years 16 16 17 18 19 20 

Loan or Cash Value $ 

Paid-up Insurance $ 

Extended Insurance Yrs. Days. Yrs. Days Yrs. Days. Yrs. Days. Yrs. Days. Yrs. Days. 



EXHIBIT 57. 

Statement of Colonial. 

Ordinary Department. 

Question Second— Loading and Mortality. 

First year's premiums received in 1903 $34,141 

Loading on same 7,622 

Commissions, Mgrs. coll. fee. Medical fees. 

Expenses $12,620 $1,660 $4,758 Total $19,038 



First year's premiums received in 1904 $33,537 

Loading on same 7,713 

Commissions. Mgrs. coll. fee. Medical fees. 
Expenses $12,687 $1,674 $5,034 Total $19,395 



Total actual losses on policies less than one year old. 

It is found, taking our Ordinary risks as a whole, that the rate of 
mortality has never exceeded about 6.5 per thousand, and as the 
lowest rate of mortality in the American Experience Table from 
age 20 and upwards is about 7.75 per thousand, it follows that the 
mortality in the Company in the Ordinary Department is consider- 
ably within the expectation. This condition is regarded by the 
Company as so satisfactory that it has not been considered neces- 
sary to ascertain our expected mortality age by age. 
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The actual loss on policies less than one year old for 1904 

was $1507.15 

The actual loss on policies less than one year old for 1903 

was $3350.00 

The expected loss on policies less than one year old for 1904 

was $5807.00 



The Industrial Marginal Loading is 50%, values on the American 
Experience Table at 3i%. 
Ordinary 3% since August, 1904. 
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EXHIBIT 59. 



July 17, 1906. 



List of Officers 
of 
FiDEUTY Trust Company, 
January 1st, 1904. 

Uzal H. McCarter, President, 
John F. Dryden, Vice-President, 
Frederick W. Egner, Secretary & Treasurer, 
James H. Shackleton, Assistant Secretary & 

Assistant Treasurer, 
Samuel W. Beldon, General Counsel, 
Jerome Taylor, Trust Officer. 



EXHIBIT 60. 

List of Directors. 

of 

FiDEUTY Trust Company 

January 1st, 1904. 



July 17, 1906. 



John F. Dryden, 
Thomas N. McCarter 
Jerome Taylor, 
Forrest F. Dryden, 
Bernard Strauss, 
A. R. Kuser, 
Henry M. Doremus, 
Otto H. Kahn, 
James W. Alexander, 
Edgar B. Ward, 
William N. Coler, Jr. 
Henry S. Redmond, 



Leslie D. Ward, 
William Scheerer, 
Uzal H. McCarter, 
Charles A. Feick, 
John C. Eisele, 
Mark T. Cox, 
Jacob E. Ward, 
Robert H. McCarter, 
James H. Hyde, 
Schuyler B. Jackson, 
William H. Staake, 
William H. Mclntyre, 



Henry R. Winthrop. 
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EXHIBIT 61. 

July 17, 1906. 
List of Officers 

of 

ProEUTY Trust Company, 

Newark, N. J, 

January 1st, 1905. 

Uzal H. McCarter, President, 
John F. Dryden, Vice-President, 
Frederick W. Egner, Secretary & Treasurer, 
James H. Shackleton, Assistant Secretary & 

Assistant Treasurer. 
Samuel W. Beldon, General Counsel, 
Jerome Taylor, Trust Officer. 



EXHIBIT 62. 

July 17, 1906 

List of Directors 

of 

FmEUTY Trust Company, 

Newark, N. J. 

January 1st, 1905. 

John F. Dryden, James W. Alexander, 

James H. Hyde, Leslie D. Ward, 

Thomas N. McCarter, Edgar B. Ward, 

William Scheerer, Schuyler B. Jackson, 

Uzal H. McCarter, Jerome Taylor, 

William N. Coler, Jr. William H. Staake, 

Forrest F. Dryden, Henry S. Redmond, 

Charles A. Feick, Bernard Strauss, 

John C. Eisele, William H. Mclntyre, 

Anthony R. Kuser, Henry Rogers Winthrop, 

Mark T. Cox, Henry M. Doremus, 

Otto H. Kahn, Jacob E. Ward, 
Robert H. McCarter. 
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EXHIBIT 63. 



June 17, 1906. 



List of Officers 

of 

Fidelity Trust Company, 

Newark, N. J. 

July 1st, 1906. 

Uzal H. McCarter, President, 

John F. Dryden, Vice-President. 

Frederick W. Egner, Secretary & Treasurer, 

James H. Shackleton, Asst. Secretary & AsstTreasurer 

Samuel W. Beldon, General Counsel. 

Jerome Taylor, Trust Officer. 

Theodore Hampson, Assistant Trust Officer. 



EXHIBIT 64. 

July 16, 1906. 
List of Directors of 
FiDEUTY Trust Company, 
Newark, N. J. 
July 1st, 1906. 
John F. Dryden, Aaron Adams, 
Thomas N. McCarter, Leslie D. Ward, 
William Scheerer, Frederick W. Egner, 
Uzal H. McCarter, Schuyler B. Jackson, 
William N. Coler, Jr., Jerome Taylor, 
Forrest F. Dryden, Wilbur S. Johnson, 
Charles A. Feick, Henry S. Redmond, 
John C. Eisele, Bernard Strauss, 

Anthony R. Kuser, William H. Mclntyre, 
Mark T. Cox, Henry Rogers Winthrop, 

Jacob E. Ward, Henry M. Doremus, 

P. Sandf ord Ross, Robert H. McCarter. 
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EXHIBIT 65. 

(List of holdings of Fidelity Trust Company stock by officers and 
directors of Prudential Life Insurauce Company, January 1, 1904. 
Introduced on page 154. Printed on page 154.) 



EXHIBIT 66. 



(List of holdings of Fidelity Trust Company stock by officers 
and directors of Prudential Life Insurance Company on July 1, 1906. 
Introduced on page 155. Printed on page 155.) 



EXHIBIT 67. 

Report of the condition of the 

FroELiTY Trust Company, 

Newark, N. J. 

At the close of business, December 31st, 1902. 

Resources. 

Bonds and mortgages $ 757,897 28 

Stocks and bonds 9,440,392 70 

Loans on collaterals 7,357,604 05 

Loans to cities and towns 268,416 27 

Overdrafts 47 24 

Real estate 64,79104 

Cash deposited in banks, etc 1,470,446 38 

Cashonhand 402,398 21 

Title plant 143,195 26 

Otherassets 120,734 27 



$20,025,922 70 



Liabilities. 



Capital stock paid in $ 1,500,000 00 

Surplus fund 3,500,000 00 

Undivided profits (net) 427,062 31 
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Deposits. 

Commercial dept $13,431,038 54 

Savings dept 558,122 60 

Due to other banks, etc 340,600 14 

Certified checks 23,806 04 14,353,567 32 

Bonds outstanding 200,000 00 

Other Uabilities 45,293 07 

$20,025,922 70 

At the close of business, June 30tb, 1903. 

Bonds and mortgages $ 956,849 39 

Stocks and bonds 19,780,446 21 

Loans on collaterals 8,095,276 17 

Loans to cities and towns 187,334 77 

Overdrafts 569 48 

Real estate 64,740 31 

Cash deposited in banks, etc 3,474,048 98 

Cash on hand 353,808 09 

Title plant 139,677 88 

Other assets 195,112 92 



$33,247,864 20 



Liabilities. 



Capital stock paid in $ 2,000,000 00 

Surplus fund 6,500,000 00 

Undivided profits (net) 889,186 24 

Deposits. 

Commercial dept $21,906,287 49 

Savings dept 791,238 46 

Of other banks and trust companies 332,388 35 
Certified checks 40,541 80 

23,070,405 60 

Bonds outstanding 200,000 00 

Other liabilities 588,272 36 

$33,247,864 20 
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At the close of business, December 31st, 1903. 

Resources. 

Bonds and mortgages ." $ 910,444 91 

Stocks and bonds 12,476,513 67 

Loans on collaterals 9,732,854 42 

Loans to cities and towns 241,196 80 

Overdrafts 72 94 

Real estate 65,028 95 

Cash deposited in banks, etc 1,851,754 19 

Cash on hand 282,665 20 

Title plant 143,009 73 

Other assets 225,627 47 

$25,929,168 28 
Liabilities. 

Capital stock paid in $ 2,000,000 00 

Surplus fund 6,500,000 00 

Undivided profits (net) 885,508 50 

Deposits. 

Commercial dept $14,436,535 76 

Savings dept 968,438 33 

Of other banks and trust companies 669,807 85 
Certified checks 20,404 04 

16,095,185 98 

Bonds outstanding 200,000 00 

Other liabilities 248,473 80 

$25,929,168 28 

At the Close of Business, June 30th, 1904. 

Resources. 

Bonds and mortgages $ 642,625 92 

Stocks and bonds 12,300,117 11 

Loans on collaterals 9,435,940 46 

Loans to cities and towns 315,289 01 

Overdrafts 161 58 

Real estate 66,444 01 

Cash deposited in banks, etc 1,376,426 67 

Cash on hand 275,556 72 

Title plant 143,826 73 

Other assets 185,068 47 

$24,741,456 67 
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Liabilities. 

Capital stock paid in $ 2,000,000 00 

Surplus fund 6,500,000 00 

Undivided profits (net) 890,654 71 

Deposits. 

Commercial dept. • $10,663,773 22 

Savings dept 1,158,452 71 

Of other banks and trust com- 
panies 3,07,387 20 

Certified checks 15,931 75 

14,912,544 88 

Bonds outstanding 200,000 00 

Other liabilities 238,257 09 

$24,741,456 68 

At the Close of Business, December 31st, 1904. 
Resources. 

Bond and mortgages $ 840,503 45 

Stocks and bonds, cost value 12,027,720 97 

Loans on collaterals 9,789,888 36 

Loans to cities and towns 136,985 45 

Overdrafts 61 57 

Realestate 66,548 47 

Cash deposited in banks, etc 2,412,302 61 

Cash on hand 137,045 19 

Title Plant 143,826 73 

Other assets 221,764 74 

$25,776,647 54 
Liabilities. 

Capital stock paid in $ 2,000,000 00 

Surplus fund 6,500,000 00 

Undivided profits (net) 905,814 39 

Deposits. 

Commercial dept $10,152,222 95 

Savings dept 1,326,045 14 

Of other banks and trust com- 
panies 4,513,119 22 

Certified checks 15,962 15 

16,007,349 46 

Bonds outstanding 200,000 00 

Other liabilities 163,483 69 

$25,776,647 64 
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At the Close of Business, June 30th, 1905. 

Resources. 

Bonds and mortgages $ 771,498 44 

Stocks and bonds 13,532,853 02 

Loans on collaterals 9,686,730 39 

Loans to cities and towns 28,266 27 

Overdrafts 7 65 

Real estate 69,303 13 

Cash deposited in banks, etc 2,875,940 81 

Cash on hand 88,289 94 

Title plant 143,826 73 

Other assets 171,207 24 



$27,367,923 62 
Liabilities. 

Capital stock paid in $ 2,000,000 00 

Surplus fund 6,500,000 00 

Undivided profits (net) 908,646 28 

Deposits. 

Commercial dept $12,286,988 23 

Savings dept 1,565,306 14 

Of other banks and trust com- 
panies 3,519,132 24 

Certified checks 32,147 09 



17,403,573 70 

Bonds outstanding 200,000 00 

Other liabilities 355,703 64 



$27,367,923 62 



At the Close of Business, December 30th, 1905. 
Resources. 

Bonds and mortgages $766,777 78 

Stocks and bonds 13,060,703 40 

Loans on collaterals 8,343,836 03 

Loans to cities and towns 64,577 91 

Overdrafts 139 30 

Real estate 72,151 43 

Cash deposited in banks, etc 2,398,511 86 

Cash on hand 116,084 41 

Title plant 142,026 73 

Otherassets 220,569 76 



$25,185,378 61 
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Liabilities. 

Capital stock paid in $ 2,000,000 00 

Surplus fund 6,500,000 00 

Undivided profits (net) 913,278 74 

Deposits. 

Commercial dept $10,255,764 69 

Savings dept 1,759,530 13 

Of other banks and trust com- 
panies 3,369,103 82 

Certified checks 5,293 45 

15,389,692 09 

Bonds outstanding 200,000 00 

Other liabilities 182,407 78 

$25,185,378 61 

At the close of business, June 30th, 1906. 
Resources. 

Bondsand mortgages $ 693,814 57 

Stocks and bonds 12,961,019 36 

Loans on collaterals 7,289,691 20 

Loans to cities and towns 52,766 27 

Overdrafts 

Real estate 71,207 94 

Cash deposited in banks, etc 2,243,870 04 

Cash on hand 195,579 17 

Title plant 142,026 73 

Other assets 217,909 21 

$23,868,884 49 
Liabilities. 

Capital stock paid in $ 2,000,000 00 

Surplus fund 7,000,000 00 

Undivided profits (net) 415,756 42 

Deposits. 

Commercial dept $ 8,914,242 92 

Savings dept 2,026,196 99 

Of other banks and trust companies 3,168,358 41 

Certified checks 13,100 34 

14,121,898 66 

Bonds outstanding 200,000 00 

Other liabilities 131,229 41 

$23,868,884 49 
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EXHIBIT 68. 

MONTHLY BANK BALANCES 

OF 

PRUDENTIAL INSURANCE COMPANY 

IN FIDEUTY TRUST CO. 

General Investment Special No. Ordinary Claim 
account account 2 account account acc't. 



1905. 



Jan. 1st. 


14,498.11 


1,468,404.57 


6,570.06 


90.36 


357.05 


Feb. 1st. 


14,649.45 


1,467,952.05 


9,231 


90.36 


357.05 


Mar. 1st. 


14,541.41 


1,469,967.83 


7,641.75 


90.36 


357.05 


Apr. 1st 


14,526.04 


1,470,441.16 


12,504.02 


90.36 


357.05 


May 1st. 


14,432.00 


1,470,441.16 


11,455.22 


90.36 


357.05 


June 1st. 


14,421.91 


1,467,808.67 


7,163.49 


63.71 


357.05 


July 1st 


212,576.42 


1,479,176.63 


5,293.79 


63.71 


357.05 


Aug. 1st 


8,056.12 


1,478,854.05 


6,191.87 


63.71 


357.05 


Sept 1st 


8,051.05 


1,478,706.83 


5,760.63 


34.26 


357.05 


Oct 1st 


8,044.50 


1,480,47L14 


31,019.25 


34.26 


349.00 


Nov. 1st 


8,038.15 


2,485,705.36 


6,743,64 


34.26 


349.00 


Dec. 1st 
1906. 
Jan. 1st 


8,029.24 


2,392,640.80 


5,971.90 


34.26 


349.00 


7,819.78 


2,410,990.18 


7,161.93 


34.26 


349.00 


Feb. 1st 


30,534.97 


1,766,459.62 


10,002.14 


28.95 


349.00 


Mar. 1st 


53,076.15 


1,753,361.62 


5,742.81 


28.95 


349.00 


Apr. 1st 


44,972.52 


1,736,578.37 


9,493.87 


28.95 


349.00 


May 1st 


40,179.81 


1,828,578.37 


8,249.53 


28.95 


349.90 


June 1st. 


46,244.50 


1,861,944.74 


6,033.79 


28.95 


349.00 


July 1st 


61,920.37 


1,706,224,74 


19,536.09 


28.95 


349.00 



EXHIBIT 69. 

(Resolution of Board of Directors of Fidelity Trust Company 
authorizing method of voting stock in Prudential Life Insurance 
Company. Introduced on page 162. Printed on page 162.) 
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EXHIBIT NO. 70. 

PURCHASES OF PRUDENTIAL INSURANCE COMPANY 

STOCK. 



Date of 

purchase 

11-6-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 

11-22-1902 



Number of 

shares 

1 

103 

4318 

2590 

1008 

8326 

445 

144 

84 

13 

192 

233 

1144 

3891 

1292 

100 

1109 



600 percent. 



From whom purchased 
Uzal H. McCarter 
Uzal H. McCarter 
John F. Dryden 
Susan A. Keeney 
Anna D. Ward 

E. B. Ward 
Edward Kanouse 
Jacob E. Ward 
Forrest F. Dryden 
Cynthia F. Dryden 
Emma P. Woolsey 
Minnie P. Ward 
Sarah Johnson 
L.D. Ward 

F. C. Blanchard 
Jerome Taylor 

T. C. E. Blanchard 



19993 
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EXHIBIT 71. 

An Act to incorporate the Widows' and Orphans' Friendly Society. 

1. Be it enacted by the Senate and General Assembly of the State 
(tf New Jersey, That Allen L. Bassett, William Whitty, John White- 
head, John Korb, Peter Wilhelm, Henry Sauerbier and Jacob L. 
Sutphen, and their associates, successors and assigns shall be, and 
they are hereby created, a body politic and corporate, by the name 
of •* The Widows' and Orphans' Friendly Society, " and by that 
name shall be known in law, have power to sue and to be sued, de- 
fend and be defended, in all courts of law or equity, and by that 
name may have, hold, purchase, possess and enjoy, to them and to 
their successors, estate real and personal whatever necessary for 
the purposes of such corporation, and the same to grant, demise 
alien and dispose of at pleasure, for the benefit of said corporation ; 
and may also have a common seal, and alter or renew the same at 
pleasure. 

2. And be it enacted, That the objects and purposes of said cor- 
poration shall be to assist sick, needy, or disabled members, to aid in 
defraying the funeral expenses of deceased members, and to pro- 
vide for the wants of the widows and families of members after 
death. 

3. And be it enacted, That the capital stock of said corporation 
shall be twenty-five thousand dollars, to be divided into shares of 
fifty dollars each, with the privilege of increasing the same to one 
hundred thousand dollars ; each of said shares shall be deemed to be 
personal property, and may be transferred according to the by-laws 
of said corporation. 

4. And be it enacted, That the several persons named in the first 
section of this act be and they are hereby appointed commissioners 
to open the books for subscription to said capital stock, and when- 
ever and so soon as said twenty-five thousand dollars, capital stock, 
shall be subscribed, and five thousand dollars thereof paid in, then 
the said commissioners shall call a meeting of the stockholders, by 
advertising in some daily newspaper, published at the city of New- 
ark, for ten days, a notice appointing a time and place of meeting 
for the election of directors. 

5. And be it enacted, that the property and affairs of such cor- 
poration shall be managed by a board of fifteen directors ; the first 
board shall be elected at the meeting to be called by the commis- 
sioners, provided for in the fourth section of this act, and shall, im- 
mediately after their election, by lot, divide themselves into three 
classes equal in number, the first of which shall hold office until the 
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day fixed by said board for the first annual election, the second 
shall hold office from one year from the day so fixed for the first 
annual election, and the third class for two years from that time ; 
and as the terms of office of each class shall hereafter expire, suc- 
cessors shall he elected to hold for the term of three years each ; 
said elections shall be by ballot ; each stockholder shall be entitled 
to one vote for each share of stock by him held, and every member 
of the corporation, though not a stockholder, shall be entitled to 
one vote, and any director shall be eligible for re-election ; should 
there be a failure in any of such elections the directors already 
elected shall hold office until others are elected ; said directors shall 
have full power to make by-laws, rules and regulations, not incon- 
sistent with the constitution and laws of the United States, or of 
the state of New Jersey ; notice of such election, except the first 
shall be given for thirty days in one or more newspapers published 
at the city of Newark, in this state. 

6. And be it enacted. That it shall and may be lawful for the 
said directors to elect at each annual meeting, from their number, 
a president, one or more vice presidents, to select and employ such 
other officers, agents, and servants as may be necessary for the 
proper management of the affairs of said corporation. 

7. And be it enacted, That it shall and may be lawful for said 
corporation to make contracts with any persons for any of the ob- 
jects or purposes of the said company, and that such contracts may 
be enforced against said corporation in any court of competent 
jurisdiction. 

8. And be it enacted. That it shall and may be lawful for the 
said corporation to purchase and hold such real estate as may 
be necessary and convenient for the transaction of the lawful busi- 
ness, and also to take and hold any real estate, or securities, mort- 
gages, or pledges to said company, either at law, or in equity, and 
also to purchase at sales made under judgments or decrees at law, 
or in equity, or in any other legal proceedings or otherwise ; to take 
and receive any real or personal estate in payment or towards satis- 
faction of any debt previously contracted and due to the said com- 
pany, and to hold the same until it can be conveniently sold or con- 
verted into money ; and for the purposes of investing any part of 
their capital stock, funds or money, the said company may purchase 
and hold, sell and convey any bonds or public stock issued or created 
by this state, or by any of the incorporated cities or townships of 
this state, or by the United States, or by the states of New York, 
Massachusetts or Connecticut, or may invest the same in bonds 
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secured by mortgages on unencumbered real estate within this state, 
worth double the invested or loaned. 

9. And be it enacted, That it shall and may be lawful for any 
married woman to make a contract or contracts with said corpora- 
tion for any of its objects or purposes in her own name, or in the 
name of any other person as her trustee, with the assent of such 
person, and all benefit or benefits arising from any such contract or 
contracts shall enure to such married woman, or to such person or 
persons, as her trustee or trustees, as she may direct, free from 
and not subject to the control, management, conveyance, transfer, 
assignment, deeds or direction of her husband, and not liable for 
the paymens of his debts ; provided, however, that the amount of 
money required to be paid by married women, in accordance with 
the terms of such contract or contracts, shall not annually exceed 
the sum of dollars. 

10. And be it enacted. That all persons making contracts with 
said corporation for any of its objects or purposes, shall become 
and be members of said corporation, subject, however, to all lawful 
by-laws, rules and regulations which may be made or prescribed by 
said directors. 

11. And be it enacted. That this act shall take effect immediately, 
and shall be deemed and taken to be a public act at all times and in 
all places. 

Approved April 3, 1873. 



A supplement to the act entitled "An Act to incorporate the 
Widows' and Orphans' Friendly Society, " approved April third, 
one thousand eight hundred and seventy-three. 

1. Be it enacted by the senate and general assembly of the state 
of New Jersey, That the corporate name of the said ** The Widows 
and Orphans' Friendly Society," be, and the same is hereby changed 
to "The Prudential Friendly Society, " by which latter name the 
said corporation shall hereafter be known, and shall and may have, 
possess and exercise all the powers, rights and privileges, and be 
subject to all the liabilities conferred and imposed upon The 
Widows' and Orphans' Friendly Society, by their act of incorpora- 
tion ; provided, that no contract made by, or with the said corpora- 
tion, shall hereby in any way be impaired, but such contracts may 
hereafter be inforced by or against such corporation in the name of 
The Prudential Friendly Society. 

- 2. And be it enacted. That at the next and all subsequent annual 
elections for directors in said corporation, nine directors shall be 
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elected instead of fifteen, and that after such next annual election 
the number of the directors of said corporation shall not be 
less than nine, but such number as the by-laws of said corpo- 
ration shall name ; and that said directors shall hold office for one 
year from the time of their election, and it shall not be necessary 
for said directors to divide themselves into classes, and determine 
by lot the length of their terms of office, as required by the fifth 
section of the act to which this is a supplement 

3. And be it enacted, That the amount of money referred to in 
the proviso of the ninth section of the act, to which this is a supple- 
ment, shall be two hundred and fifty dollars. 

4. And be enacted. That the said corporation shall have full 
power to receive deposits of money, or other valuables, upon such 
terms as may be agreed upon, or to make contracts with its members 
for the purchase and erection of dwellings, and to provide a fund to 
be paid either before or after death, for such purposes and in such 
manner as may be designated by its members. 

5. And be it enacted. That this act shall take affect immediately. 
Approved February 18, 1875. 



Certificate to be filed in pursuance of an act of the Legislature of 
the State of New Jersey entitled "A Supplement to an act entitled 
' An act concerning corporations,' 'approved April seventh, eigh- 
teen hundred and seventy five, which said supplement was ap- 
proved February 21, 1877." 

First. The name of the corporation in use immediately preceding 
the vote of the board of directors to change its name and the mak- 
ing and filing this certificate is " The Prudential Friendly Society/' 

Second. The name assumed to designate such corporation to be 
used in its business and dealings in the place and stead of that re- 
ferred to in the last preceding paragraph is "The Prudential In- 
surance Comnapy of America." 

In testimony whereof we as members of the board of directors of 
said corporation have hereto subscribed our names and caused the 
official seal of said board to be affixed this fifth day of March, A. D. 
eighteen hundred and seventy-seven. 
Allen L. Bassett, Wm. Whitty, 

Isaac Gaston, Wm. Robotham, 

Horace Ailing, Jas. G. Bamet, 

Charles W. A. Romer, Geo. D. G. Moore, 
Leslie D. Ward, Alfred Lister, 

Benjamin Atha, J. M. Durand, 



Wm. H. Murphy, 
Henry J. Yates, 
Edgar B. Ward, 
John F. Dryden, 
Chas. G. Campbell, 
E. A. Wilkinson. 
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New Jersey, ) ^ 
Essex County, f ^ 



John F. Dryden, of full age, being duly sworn on his oath deposes 
and says, that he is the secretary of The Prudential Friendly 
Society, that the above seal affixed to this certificate is the official 
seal of the board of directors of said corporation, that said certifi- 
cate is made by the authority of the said board of directors as ex- 
pressed by a two-third unanimous vote of the members of said 
board present at a regular meeting of said board held on the seventh 
day of February, 1877. 

And deponent further says that the above mentioned certificate 

is signed by a majority of the whole number of the said board of 

directors. 

John F. Dryden, 

Secretary. 

Subscribed and sworn to 
before me this 22d day of 
March, 1877. 

Christopher Blake, 

Notary Public. 

Endorsed: 

Received in Essex Co. Clerk's office March 27th, 1877, and re- 
corded in Book E, of Miscellaneous, page 253, &c. 

J. Banks Redford, 

Clerk. 
Filed March 30, 1877, and recorded in Book D of Incorporations, 
page 547, &c. 

Henry C. Kelsey, 

Secretary of State, 

State of New Jersey. 
Department of State. 
I, S. D. Dickinson, Secretary of State of the state of New Jersey, 
do hereby certify, that the foregoing are true copies of An Act to 
incorporate the Widows' and Orphans' Friendly Society, approved 
April 3, 1873, and supplement thereto, approved February 18, 1875, 
as the same are taken from and compared with the originals now 
remaining on file in my office. 

In testimony whereof, I have hereunto set my 
[SEAL] hand and affixed my official seal, at Trenton, this 
twenty-seventh day of January, A. D., 1906. 
S. D. Dickinson, 

Secretary of State. 
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State of New Jersey. 

Department of Banking and Insurance. 

I, David 0. Watkins, Commissioner of Banking and Insurance of 
the State of New Jersey, do hereby certify that the foregoing is a 
true copy of certificate of change of name of the Prudential 
Friendly Society to the Prudential Insurance Company of Amer- 
ica, and endorsements thereon, as taken from and compared with 
the original (delivered by the Secretary of State pursuant to Chap- 
ter VI, Laws of 1891) now remaining on file in this department 

In testimony whereof, I have hereunto set my hand 
[seal] and affixed my oflScial seal, at Trenton, this twen- 
ty-seventh day of January, A. D., 1906. 
David 0. Watkins, 
Conmiissioner of Banking and Insurance. 

State of New Jersey, 
Department of State. 

I, S. D. Dickinson, Secretary of State of the State of New Jersey, 
do hereby certify, that David 0. Watkins, Esquire, who hath signed 
the foregoing certificate, was at the doing thereof, and now is Com- 
missioner of Banking and Insurance in and for the State of New 
Jersey, duly appointed, commissioned and sworn according to law, 
and that full faith and credit are to be given to his official attesta- 
tions ; and I further certify that the seal thereto annexed is his of- 
ficial seal, and that the said signature is in the proper handwriting 
of the said David 0. Watkins. 

In testimony whereof, I have hereunto set my 
[SEAL] hand and affixed my oflScial seal, at Trenton, this 
twenty-seventh day of January, A. D., 1906. 

S. D. Dickinson, 

Secretary of State. 

State of New Jersey. 

I, Edward C. Stokes, Governor of the State of New Jersey, do 
hereby certify that S. D. Dickinson, esquire, who hath signed the 
annexed certificate, and whose official seal is thereto annexed, was, 
at the doing thereof, and now is, Secretary of State of the 
State of New Jersey, duly appointed, commissioned and sworn, and 
that full faith and credit are to be given to his official attestations, 
that the said signature is in the proper handwriting of the said S. 
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D. Dickinson, and the seal his seal of office, and ihat the said certi- 
ficate is in due form of law and by the proper officer. 

In testimony whereof, I have hereunto set my 
hand and caused the great seal of the State of New 
Jersey to be hereunto affixed, at the City of Tren- 
[SEAL] ton, in said State, this twenty-seventh day of Janu- 
ary, in the year of our Lord, one thousand nine hun- 
dred and six, and of the independence of the United 
States the one hundred and thirtieth. 

E. C. Stokes. 
By the Governor, 
S. D. Dickinson, 
Secretary of State. 



EXHIBIT 72. 

BY-LAWS 

OF The Prudential Insurance Co, op America. 

Organized October 13th, 1875. 

Home Office, 

Newark, New Jersey 

1903. 

1. The special business of this Company shall be to give pecuniary 
assistance to its members in the event of sickness, personal injury, 
old age and death. 

The principal office shall be in the city of Newark, New Jersey. 

2. The board of directors shall consist of fourteen members. 
Seven shall constitute a quorum for the transaction of business. 

3. The stated officers shall be a president, a first and second vice 
president, a secretary, a treasurer, and such other officers as the 
Board may determine. These officers shall be elected at the annual 
meeting of the Board, namely, the next meeting of the Board after 
each annual election of directors. 

4. The president shall preside at all meetings of the Board. He 
shall appoint, subject to the approval of the Board, the Standing 
committees, and shall be ex officio a member of all committees ex- 
cept the Auditing Committee ; he shall have a general supervision 
and direction of the business of the Company, and under the direc- 
tion of the Finance committee may make and call in investments, 
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and receipt for principal and interest when paid upon the same, 
and execute all deeds and other papers requiring the seal of the 
Company. 

5. In the absence or inability of the president the first vice 
president shall perform his duties, and in, the absence or inability of 
both the president and first vice president, the second vice president 
shall perform the duties of the president The vice presidents 
shall also perform such other duties as may be required of them 
by the president or the Board of Directors. 

6. The secretary shall have the charge of the corporate seal of 
the Company. He shall, with the president, also have charge of the 
bonds and mortgages, certificates of stock and other valuable papers 
of the Company. He shall provide all necessary and proper books, 
and with the president shall have a supervision of the books and 
clerks, and see that just and true cash, check, bank and other 
proper books are kept, especially of all moneys received, deposited, 
drawn and disbursed, for what and of whom received, for what and 
to whom disbursed, and the registering and cancellation of contracts 
involving benefits granted by the Company, and of all investments, 
securities or assets ; which books shall be open at all times to the 
free examination of the Board or any director. He shall keep full 
minutes of the proceedings of the board, enter such minutes in a 
book kept for that purpose, and furnish all committees with such 
accounts and papers as may be required. 

7. The president and first vice president, or the president and 
secretary shall make and execute contracts with persons applying 
for the benefits granted by the company, and pay all losses, and ap- 
point, remove and fix the compensation of clerks, agents, medical 
examiners and all other employees not appointed by the Board. 

8. The treasurer shall have the custody of such portion of the 
funds of the company as shall be placed in his custody by direction 
of the Finance committee, and shall deposit the same in such bank 
or banks as the Finance committee may designate. His bank ac- 
count shall be kept in the name of the company and the funds 
drawn out only upon the check of the company, signed by the 
president and countersigned by the secretary and accompanied by 
a voucher stating in general terms the claim or object for which 
the check is drawn, whereupon, in his discretion, he shall write 
" Approved " over his own name as treasurer, upon said check and 
cause the same to be paid. He shall, when required by the Board, 
give a bond with one or more sureties to be approved by the Board 
for the faithful performance of his duties. He shall render a full 
and particular statement of his cash account at each quarterly 
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meeting of the Board. He shall permit any director at any reason- 
able hour to examine his books and vouchers. 

9. The Standing committees shall be : 

i. A Finance committee of four, 
ii. An Executive committee of four, 
iii. A Committee on Losses of four, 
iv. An Auditing committee of three. 

10. The Finance committee shall have the supervision of the 
funds of the company, direct the mode, manner and time of making 
and calling in investments, examine the accounts, funds and se- 
curities as often as they deem necessary, or when required by the 
Board ; they may in their discretion appropriate money for the 
payment of such bills as shall be approved by the Executive com- 
mittee, and they shall report at each stated meeting upon the con- 
dition of the funds, securities, assets and investments of the com- 
pany, with such suggestions as may in their opinion promote the in- 
terests of the company. 

11. The Executive committee shall have a general supervision 
over all business of the company not confided to other committees, 
and shall report to the Board from time to time such matters as in 
their judgment may be necessary. The Executive committee may 
fill all vacancies in the elective offices of this company, occurring by 
reason of sickness, death, resignation, absence from the city or 
other inability of the regularly elected officers, and not otherwise 
provided for, except the treasurer, until such time as the Board 
may be convened for the purpose of a new election. 

The chairman of the Finance committee shall be ex-officio treas- 
urer whenever that office is vacant, by reason of either of the fore- 
going causes. The ex-officio treasurer shall, immediately after the 
vacancy is filled, furnish to the treasurer a complete and detailed 
account of all receipts and disbursements appi-oved by said ex-officio 
treasurer during his occupancy of that office. 

12. It shall be the duty of the Committee on Losses to examine 
claim papers and proofs of death filed with the company in such 
manner and at such time or times as may be requested by the Board 
or by the President, and prescribe such rules and regulations for the 
payment of claims, under the policies, as they may deem for the 
best interests of the Company. 

13. The Auditing Committee shall examine the accounts, assets 
and securities of the Company in such manner and at such time, or 
times, as may be requested by the Board or by the President. 

14. The Standing committees shall convene at the call of the 
President, or in his absence, of either of the Vice Presidents or 
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Secretary. The minutes of the committee shall be kept by the 
Secretary. 

15. All Standing committees shall have power to make such 
rules and regulations concerning the conduct of the business en- 
trusted to said committees, as to them shall seem proper, provided 
that such rules aud regulations shall not conflict with the Charter 
and By-Laws. 

16. The annual meeting of the company for the election of Di- 
rectors shall be held at the office of the company, in the City of 
Newark, on the second Monday in January of each year, at such 
hour of the day as the Board shall direct. Every election of direc- 
tors shall be by ballot and shall be conducted by two inspectors, 
previously appointed by the Board. In case the Board shall fail to 
appoint inspectors, the President shall appoint the same and file 
their appointment in writing with the Secretary. All persons en- 
titled to vote for directors, may vote either in person or by proxy. 
If any vacancy occurs in the Board, the directors may fill the same 
at any meeting of the Board. A majority of all the votes cast 
shall be necessary for an election. 

17. Regular meetings of the Board shall be held at the oflSce of 
the company, on the second Monday of April, July and October. 
Special meetings may be called by the President, or in his absence 
by either of the Vice Presidents, or on the request of three Direc- 
tors. 

18. At the stated meetings of the Board, the following shall be 
the order of business : 

i. Minutes of the last meeting, read, corrected and ap- 
proved, 
ii. Report of Finance Committee, 
iii. Report of the Executive Committee, 
iv. Report of the Committee on Losses. 
V. Report of Auditing Committee, 
vi. Report of Special Committee, 
vii. Miscellaneous Business. 

19. The fiscal year of the company shall commence on the first 
day of January, and end on the thirty-first day of December, in 
each year. 

20. The capital stock of the company shall be transferable only 
on the books of the company, on the surrender of the certificates 
of stock, at least thirty days before an election for Directors. No 
certificate shall be valid without the signature of the President or 
either of the Vice-Presidents and Secretary. 

21. Special meetings of stockholders may be called at any time 
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by the President on the request in writing of at least five Directors. 
Notice of such meeting shall be mailed to or served on each stock- 
holder at least one week prior to the time for holding each meeting, 
and the notice shall state the object of the meeting, and the time 
and place where the same is to be held. 

22. Any alteration of these By-Laws may be made by a concur- 
rence of a majority of the whole Board. 

AMENDMENTS. 

The following amendments were made April 16th, 1902. 
Strike out By-law No. 4 and substitute the following By-law No. 
4: 

4. The president shall preside at all meetings of the Board. He 
shall appoint, subject to the approval of the Board, the Standing 
Committees, and shall be ex^ofiicio a member of all committees ex- 
cept the Auditing Committee ; he shall have a general supervision 
and direction of the business of the company, and under the direc- 
tion of the Finance Committee shall make and call in investments, 
and receipt for principal and interest when paid upon the same, 
and execute all deeds and other papers, whether requiring the seal 
of the Company or not. 

Strike out By-law No. 5 and substitute the following By-law No. 
5: 

5. In the absence or inability of the president the first vice 
president shall perform his duties, and in absence or inability 
of both the president and first vice president the second 
vice president shall perform the duties of the president, 
and the first vice president without regard to the ab- 
sence or inability of the president, may execute all deeds and 
other papers, whether requiring the seal of the company or 
not, and shall also perform such duties as may be required of him 
by the president or the Board of Directors ; the second vice presi- 
dent, without regard to the absence or inability of the president 
and the first vice president, or either of them, may execute all 
deeds and other papers, whether requiring the seal of the company 
or not, and shall also perform such duties as maybe required-of him 
by the president, the first vice president or the Board of Directors. 

Strike out By-laws No. 6 and substitute the following By-law No. 
6: 

6. The secretary shall have the charge of the corporate seal of 
the company. He shall, with the president, also have charge of 
the bonds and mortgages, certificates of stock, and other valuable 
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papers of the company. He shall provide all necessary and proper 
books, and, with the president, shall have a supervision of the 
books and clerks and see that just and true cash, check, bank, and 
other proper books are kept, especially of all moneys received de- 
posited, drawn and disbursed, for what and of whom received, for 
what and to whom disbursed, and the registering and cancellation 
of contracts involving benefits granted by the company, and of all 
investments, securities, or assets, which books shall be open at all 
times to the free examination of the Board or any director. He 
shall keep full minutes of the proceedings of the Board, enter such 
minutes in a book kept for that purpose, and furnish all committees 
with such accounts and papers as may be required. The assistant 
secretary may perform the duties of the secretary at any time in 
place of the secretary, without regard to the absence or inability 
of the secretary. 

The following amendment was made December 8th,, 1902 : 

Add at the end of By-Law No. 16 as follows : "and a majority in 
interest of the stockholders, represented either in person or by 
proxy, shall constitute a quorum.'' 

The following amendments were made January 13th, 1903 ; 

Strike out By-Law No. 3 and substitute the following By-Law 
No. 3: 

3. The stated officers shall be a President, a First Vice President, 
a Second Vice President, a Third Vice President, a Secretary, a 
Treasurer, and such other officers as the Board may determine. 
These officers shall be elected at the annual meeting of the Board, 
namely, the next meeting of the Board after each annual election of 
Directors. 

Strike out By-Law No. 5 and substitute the following By-Law 
No. 5 : 

5. In the absence or inability of the President, the First Vice-Pres- 
ident shall perform his duties, and in the absence or inability of 
both the President and First Vice President, the Second Vice Presi- 
dent shall perform the duties of the President, and in the absence 
or inability of the President, First Vice President and Second Vice 
President, the Third Vice President shall perform the duties of the 
President, and the First Vice President without regard to 
the absence or inability of the President may execute all deeds and 
other papers whether requiring the seal of the Company or not, and 
also shall perform such duties as may be required of him by the 
President or Board of Directors. The Second Vice President with- 
out regard to the absence or inability of the President and First 
Vice President, or either of them, may execute all deeds and other 
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papers, whether requiring the seal of the Company or not, and shall 
also perform such duties as may be required of him by the Presi- 
dent, the First Vice President or the Board of Directors. The Third 
Vice President without regard to the absence of the President, the 
First Vice President and the Second Vice-President, or either of 
them, may execute all deeds and other papers, whether requiring 
the seal of the Company or not, and shall also perform such duties 
as may be required of him by the President, the First Vice Presi- 
dent, the Second Vice President or the Board of Directors. 

Strike out By-Law No. 6 and substitute the following By-Law 
No. 6: 

6. The Secretary shall have the charge of the corporate seal of 
the company. He shall with the President also have the charge of 
the bonds and mortgages, certificates of stock and other valuable 
papers of the company. He shall provide all necessary and proper 
books, and with the President shall have a supervision of the books, 
and clerks, and see that just and true cash, check, bank and other 
proper books are kept, especially of all monies received, 
deposited, drawn and disbursed, for what, and of whom 
received, for what and to whom disbursed, and the register- 
ing and cancellation of contracts involving benefits granted by the 
company, and of all investments, securities or assets ; which books 
shall be open at all times to the free examination of the Board or 
any Director. He shall keep full minutes of the proceedings of the 
Board, enter such minutes in a book kept for that purpose, and fur- 
nish all committees with such accounts and papers as may be re- 
quired. The Assistant Secretaries, or either of them, may perform 
the duties to the Secretary at any time in the place to the Secretary 
without regard to the absence or inability of the Secretary. 
Changes in by-laws made at the meeting of the Board held January 

3, 1905. 

Strike out By-Law No. 2 and substitute the following By-Law No. 
2: 

No. 2. The Board of Directors shall consist of fifteen members. 
Eight shall constitute a quorum for the transaction of business. 

Strike out By-Law No. 3 and substitute the following By-Law No. 
3: 

No. 3. The stated officers shall be a President, a First President, 
a Second Vice President,a Third Vice President, a Fourth Vice Presi- 
dent, a Secretary, a Treasurer, and such other officers as the board 
may determine. These officers shall be elected at the annual meet- 
ing of the Board, namely, the next meeting of the board after each 
annual election of Directors. 
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Strike out By-Law No. 5 and substitute the following By-Law 
No. 5: 

No. 5. In the absence or inability of the President, the First Vice- 
President shall perform his duties, and in the absence or inability of 
both the President and First Vice President, the Second Vice Presi- 
dent shall perform the duties of the President, and in the absence 
or inability of the President, First Vice President and Second Vice 
President the Third Vice President shall perform the duties of the 
President, and in the absence or inability of the President, first 
Vice President and Second Vice President and Third Vice 
President, the Fourth Vice President shall perform the duties of the 
President; and the First Vice President, without regard to the absence 
of inability of the President, may execute all deeds and other pa- 
pers, whether requiring the seal of the company or not, and also 
shall perform such duties as may be required of him by the Presi- 
dent or Board of Directors ; the Second Vice President, without re- 
gard to the absence or inability of the President and First Vice 
President, or either of them, may execute all deeds and other papers 
whether requiring the seal of the company or not, and shall also 
perform such duties as may be required of him by the 
President, the First Vice President or the Board of Direct- 
ors; the Third Vice President, without regard to the 
absence or inability of the President, the First Vice President and 
the Second Vice President, or either of them, may execute all 
deeds and other papers, whether requiring the seal of the Company 
or not, and shall also perform such duties as may be required of him 
by the President, the First Vice President, the Second Vice President 
or the Board of Directors; the Fourth Vice President, without re- 
gard to the absence or inability of the President, the First Vice 
President, the Second Vice President, the Third Vice President, or 
either of them, may execute all deeds and other papers, whether 
requiring the seal of the Company or not, and shall also perform 
such duties as may be required of him by the President, the First 
Vice President, the Second Vice President, the Third Vice President 
or the Board of Directors. 

Strike out By-Law No. 17 and substitute the following By-Law 
No. 17 : 

No. 17. Regular meetings shall be held at the office of the Com- 
pany on the second Monday of every month in each year at three 
o'clock in the afternoon. Special meetings may be / called by the 
President, or, in his absence, by either of the Vice Presidents, or 
on the request of three Directors. 
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Change in By-Law No. 3, made at the meeting held January 9, 
1905: 

Resolved : That the last sentence of By-Law No. 3 be, and the 
same is hereby, amended so as to read as follows : 

" These officers shall be elected at the annual meeting of the 
Board, namely, the next meeting of the Board after each annual 
election of Directors.'' 



EXHIBIT 7S. 



(List of directors of Prudential Life Insurance Company. In- 
troduced on page 195. Printed on page 195.) 



EXHIBIT 74. 

The Prudential Insurance Company of America. 

Record of Monthly Balances 

In New Jersey Banks and Trust Companies 

From July 31st, 1901, to June 30th, 1906. 

July 31, 1901. 

Fidelity Trust Company, Newark $1,125,083 18 

Merchants' National Bank, Newark 369,644 18 

Orange National Bank, Orange 1,583 00 

Hudson County National Bank, Jersey City 1,530 73 

Second National Bank, Hoboken 1,211 12 

Hudson Trust Company, Hoboken 1,258 80 

National State Bank, Camden 1,218 70 

Camden Safe Deposit and Trust Company, Camden .. 1,035 14 

Mechanics National Bank, Trenton 2,652 95 

Bridgeton National Bank, Bridgeton 1,067 69 

National Union Bank, Dover 995 53 

Paterson National Bank, Paterson 1,299 22 

Union County Trust Company, Elizabeth 1,302 00 

People's National Bank, New Brunswick 1,686 94 

City National Bank, Plainfield 1,316 61 

People's Bank and Trust Company, Passaic 1,079 11 

First National Bank, Red Bank 1,550 07 



$1,514,514 97 
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August 31, 1901. 

Fidelity Trust Company, Newark $1,061,099 90 

Merchants National Bank, Newark 548,041 62 

Orange National Bank, Orange 1,469 85 

Hudson County National Bank, Jersey City 2,278 53 

Second National Bank, Hoboken 1,700 97 

Hudson Trust Company, Hoboken 1,959 48 

National State Bank, Camden 1,624 15 

Camden Safe Deposit and Trust Company, Camden . . 1,072 82 

Mechanics National Bank, Trenton 890 20 

Bridgeton National Bank, Bridgeton 1,171 92 

National Union Bank, Dover 1,277 87 

Paterson National Bank, Paterson 5,692 87 

Union County Trust Company, Elizabeth 517 94 

People's National Bank, New Brunswick 817 93 

City National Bank, Plainfield 777 77 

People's Bank and Trust Company, Passaic 1,117 22 

First National Bank, Red Bank 1,135 71 



$1,629,646 75 



September 30, 1901. 

Fidelity Trust Company, Newark $ 794,005 86 

Merchants National Bank, Newark 351,451 92 

Orange National Bank, Orange 3,288 25 

Hudson County National Bank, Jersey City 7,765 00 

Second National Bank, Hoboken 3,377 55 

Hudson Trust Company, Hoboken 2,407 37 

National State Bank, Camden 2,591 94 

Camden Safe Deposit and Trust Company, Camden. . 5,353 77 

Mechanics National Bank, Trenton 4,560 88 

Bridgeton National Bank, Bridgeton 3,100 19 

National Union Bank, Dover 3,091 70 

Paterson National Bank, Paterson • • 4,874 44 

Union County Trust Company, Elizabeth 3,306 38 

People's National Bank, New Brunswick 3,058 12 

City National Bank, Plainfield 2,433 80 

People's Bank and Trust Company, Passaic 3,317 80 

First National Bank, Red Bank 3,527 85 



$1,200,512 82 
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October 31, 1901. 

Fidelity Trust Company, Newark $1,393,666 81 

Merchants' National Bank, Newark 304,651 83 

Orange National Bank, Orange 2,270 80 

Hudson County National Bank, Jersey City 2,756 03 

Second National Bank, Hoboken 1,920 12 

Hudson Trust Company, Hoboken 2,243 11 

National State Bank, Camden 879 13 

Camden Safe Deposit and Trust Company, Camden. . 1,815 22 

Mechanics National Bank^ Trenton 2,160 81 

Bridgeton National Bank, Bridgeton 1,671 51 

National Union Bank, Dover 1,506 46 

Paterson National Bank, Paterson 2,176 94 

Union County Trust Company, Elizabeth 1,528 32 

People's National Bank, New Brunswick 2,075 62 

City National Bank, Plainfield 1,573 00 

People's Bank and Trust Company, Passaic 1,591 59 

First National Bank, Red Bank 1,413 19 



$1,725,900 49 



November 30, 1901. 

Fidelity Trust Company, Newark $1,987,716 70 

Merchants National Bank, Newark 462,776 56 

Orange National Bank, Orange 1,533 85 

Hudson County National Bank, Jersey City 656 56 

Second National Bank, Hoboken 1,647 10 

Hudson Trust Company, Hoboken 1,598 49 

National State Bank, Camden 2,027 85 

Camden Safe Deposit and Trust Company, Camden. . 1,105 23 

Mechanics National Bank, Trenton 1,946 77 

Bridgeton National Bank, Bridgeton 1,636 78 

National Union Bank, Dover 1,486 69 

Paterson National Bank, Paterson 1,056 71 

Union County Trust Company, Elizabeth 1,849 18 

People's National Bank, New Brunswick. 2,181 53 

City National Bank, Plainfield 1,908 19 

People's Bank and Trust Company, Passaic 1,958 56 

First National Bank, Red Bank 1,264 65 



$2,465,250 30 
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December 31, 1901. 

Fidelity Trust Company, Newark $2,460,281 65 

Merchants National Bank, Newark 458,124 11 

Orange National Bank, Orange 2,304 30 

Hudson County National Bank, Jersey City 3,029 50 

Second National Bank, Hoboken 1,863 91 

Hudson Trust Company, Hoboken 2,011 23 

National State Bank, Camden 1,801 75 

Camden Safe Deposit and Trust Company, Camden. . 1,784 62 

Mechanics National Bank, Trenton 1,577 71 

Bridgeton National Bank, Bridgeton 1,136 30 

National Union Bank, Dover 1,819 54 

Paterson National Bank, Paterson 2,485 11 

Union County Trust Company, Elizabeth 715 70 

People's National Bank, New Brunswick 1,892 54 

City National Bank, Plainfield 1,588 67 

People's Bank and Trust Company, Passaic 1,609 34 

First National Bank, Red Bank 1,262 53 



$2,945,288 41 



January 31, 1902. 

Second National Bank, Newark $ 100,000 00 

Fidelity Trust Company, Newark 2,014,704 06 

Merchants National Bank, Newark. 372,117 63 

Orange National Bank, Orange 1,854 63 

Hudson County National Bank, Jersey City 1,949 72 

Second National Bank, Hoboken 2,106 63 

Hudson Trust Company, Hoboken 1,913 29 

National State Bank, Camden 1,212 48 

Camden Safe Deposit and Trust Company, Camden. . . 1,721 62 

Mechanics National Bank, Trenton 2,472 78 

Bridgeton National Bank, Bridgeton 1,526 47 

National Union Bank, Dover 1,801 89 

Paterson National Bank, Paterson 2,105 16 

Union County Trust Company, Elizabeth 6,187 82 

People's National Bank, New Brunswick 1,605 41 

City National Bank, Plainfield 1,191 77 

People's Bank and Trust Company, Passaic 1,147 24 

First National Bank, Red Bank 1,646 50 



$2,517,265 00 
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February 28, 1902. 

Second National Bank, Newark $ 100,208 29 

Fidelity Trust Company, Newark 925,936 97 

Merchants National Bank, Newark. 498,812 42 

Union County Trust Company, Eliaabeth 62,943 10 

Orange National Bank, Orange 1,995 52 

Hudson County National Bank, Jersey City 1,283 54 

Second National Bank, Hoboken 1,053. 73 

Hudson Trust Company, Hoboken 1,083 24 

National State Bank, Camden 1,621 65 

Camden Safe Deposit and Trust Company, Camden. . 1,257 33 

Mechanics National Bank, Trenton 1,355 98 

Bridgeton National Bank, Bridgeton 1,669 61 

National Union Bank, Dover 1,611 87 

Paterson National Bank, Paterson 1,813 96 

People's National Bank, New Brunswick 940 31 

City National Bank, Plainfield 1,172 79 

People's Bank and Trust Company, Passaic 1,054 70 

First National Bank, Red Bank 1,765 07 



$1,607,580 08 
March 31, 1902. 

Second National Bank, Newark $ 100,378 50 

Fidelity Trust Company, Newark 1,443,156 12 

Merchants National Bank, Newark 497,041 18 

Orange National Bank, Orange 3,992 44 

Hudson County National Bank, Jersey City 6,195 44 

Second National Bank, Hoboken 3,261 00 

Hudson Trust Company, Hoboken 3,287 32 

National State Bank, Camden 2,858 53 

Camden Safe Deposit and Trust Company, Camden . . 4,592 74 

Mechanics National Bank, Trenton 4,195 26 

Bridgeton National Bank, Bridgeton 3,929 94 

National Union Bank, Dover 2,965 12 

Paterson National Bank, Paterson 5,375 89 

Union County Trust Company, Elizabeth 71,990 90 

People's National Bank, New Brunswick 3,338 00 

City National Bank, Plainfield 2,774 13 

People's Bank and Trust Company, Passaic 3,662 66 

First National Bank, Red Bank 4,721 47 



$2,068,816 54 
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April 30, 1902. 

German National Bank, Newark $ 300,000 00 

Fidelity Trust Company, Newark 2,038,497 14 

Merchants National Bank, Newark 173,345 47 

Second National Bank, Newark 100,378 50 

Orange National Bank, Orange 2,211 99 

Hudson County National Bank, Jersey City 3,507 66 

Second National Bank, HoboKen 2,213 70 

Hudson Trust Company, Hoboken .2,405 40 

National State Bank, Camden 1,903 29 

Camden Safe Deposit and Trust Company, Camden . 2,029 84 

Mechanics National Bank, Trenton 2,255 90 

Bridgeton National Bank, Bridgeton 2,197 48 

National Union Bank, Dover 1,907 17 

Paterson National Bank 1,980 88 

Union County Trust Company, Elizabeth 79,185 22 

People's National Bank, New Brunswick 2,255 56 

City National Bank, Plainfield 2,371 55 

People's Bank and Trust Company, Passaic 1,842 31 

First National Bank, Red Bank 1,708 52 

$2,722,197 64 
May 31, 1902. 

German National Bank, Newark $ 635,284 93 

Merchants National Bank, Newark 58,494 79 

Fidelity Trust Company, Newark 1,099,236 17 

Second National Bank, Newark 100,543 50 

Orange National Bank, Orange 1,511 58 

Hudson County National Bank, Jersey City 1,841 43 

Second National Bank, Hoboken 1,726 76 

Hudson Trust Company, Hoboken 1,185 94 

National State Bank, Camden 1,715 74 

Camden Safe Deposit and Trust Company, Camden . . 1,909 67 

Mechanics National Bank, Trenton 1,449 99 

Bridgeton National Bank, Dover 2,462 77 

National Union Bank, Dover 2,247 95 

Paterson National Bank, Paterson 3,296 10 

Union County Trust Company, Elizabeth 137,313 75 

People's National Bank, New Brunswick 1,560 50 

City National Bank, Plainfield 1,123 44 

People's Bank and Trust Company, Passaic 1,054 40 

First National Bank, Red Bank 1,012 57 

$2,055,438 99 
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3,509 70 


6,735 56 


3,422 17 


3,104 03 


2,651 36 


3,159 40 


4,310 59 


4,105 31 


2,994 55 


6,322 86 


2,345 63 


3,184 04 


4,054 85 


3,409 68 


3,770 41 



^ June 30, 1902. 

Union National Bank, Newark $ 736,829 61 

Fidelity Trust Company, Newark 1,308,289 51 

Merchants National Bank, Newark 127,457 38 

Union County Trust Company, Elizabeth 146,188 39 

Orange National Bank, Orange 

Hudson County National Bank, Jersey City 

Second National Bank, Hoboken 

Hudson Trust Company, Hoboken 

National State Bank, Camden 

Camden Safe Deposit and Trust Company, Camden . 

Mechanics National Bank, Trenton 

Bridgeton National Bank, Bridgeton 

National Union Bank, Dover 

Paterson National Bank, Paterson 

People's National Bank, New Brunswick 

City National Bank, Plainfield 

People's Bank and Trust Company, Passaic 

First National Bank, Red Bank 

West Hudson County Trust Company, Harrison. . . . 

$2,375,845 03 
July 31, 1902. 

Union National Bank, Newark $ 737,120 57 

Fidelity Trust Company, Newark 1,136,705 75 

Merchants National Bank, Newark 102,361 70 

Union County Trust Company, Elizabeth 154,487 90 

Essex County Trust Company, East Orange 

Orange National Bank, Orange 

Hudson County National Bank, Jersey City 

Second National Bank, Hoboken 

Hudson Trust Company, Hoboken 

National State Bank, Camden 

Camden Safe Deposit and Trust Company 

Mechanics National Bank, Trenton 

Bridgeton National Bank, Bridgeton 

National Union Bank, Dover 

Paterson National Bank, Paterson 

People's National Bank, New Brunswick 

City National Bank, Plainfield 

People's Bank and Trust Company, Passaic 

First National Bank, Red Bank 

West Hudson County Trust Company, Harrison. 



50,000 00 


1,711 37 


1,778 09 


1,114 98 


1,431 96 


1,411 51 


1,582 90 


1,606 25 


1,033 11 


1,363 26 


1,495 53 


1,978 47 


4,401 37 


2,087 01 


1,167 58 


3,646 23 


$2,208,485 54 
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August 30, 1902. 

Union National Bank, Newark $ 737,120 57 

Fidelity Trust Company, Newark 1,102,990 74 

Merchants National Bank, Newark 453,037 36 

Union County Trust Company, Elizabeth 162,316 09 

Essex County Trust Company, East Orange 50,000 00 

Orange National Bank, Orange 2,454 76 

Hudson County National Bank, Jersey City 2,149 86 

Second National Bank, Hoboken 2,511 79 

Hudson Trust Company, Hoboken 2,490 93 

National State Bank, Camden 2,605 02 

Camden Safe Deposit and Trust Company, Camden. . 2,667 73 

Mechanics National Bank, Trenton 1,611 64 

Bridgeton National Bank, Bridgeton 2,156 80 

National Union Bank, Dover 2,345 56 

Paterson National Bank, Paterson 3,783 25 

People's National Bank, New Brunswick 1,671 62 

Plainfield Trust Company, Plainfield 4,781 33 

People's Bank and Trust Company, Passaic 3,647 93 

First National Bank, Red Bank 2,984 07 

West Hudson County Trust Company, Harrison 3,706 74 

$2,547,033 79 
September 30, 1902. 

Union National Bank, Newark $ 737,120 57 

Fidelity Trust Company, Newark 991,887 48 

Merchants' National Bank, Newark 167,274 41 

Union County Trust Company, Elizabeth 172,395 35 

Essex County Trust Company, East Orange 50,000 00 

Orange National Bank, Orange 3,846 81 

Hudson County National Bank, Jersey City 6,738 71 

Second National Bank, Hoboken 2,542 21 

Hudson Trust Company, Hoboken 3,546 66 

National State Bank, Camden 3,866 51 

Camden Safe Deposit and Trust Company, Camden. . 3,190 38 

Mechanics National Bank, Trenton 4,619 43 

Bridgeton National Bank, Bridgeton 4,725 80 

National Union Bank, Dover 4,487 06 

Paterson National Bank, Paterson 4,282 81 

People's National Bank, New Brunswick 3,232 40 

Plainfield Trust Company, Plainfield 3,159 80 

People's Bank and Trust Company, Passaic 3,953 60 

First National Bank, Red Bank 3,331 93 

West Hudson County Trust Company, Harrison 1,704 42 

$2,175,706 84 
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October 31, 1902. 

Union National Bank, Newark $ 738,216 71 

Fidelity Trust Company, Newark 1,946,476 45 

Merchants National Bank, Newark 220,178 28 

Union County Trust Company, Elizabeth 181,111 34 

Essex County Trust Company, East Orange 50,000 00 

Orange National Bank, Orange 1,232 67 

Hudson County National Bank, Jersey City 573 82 

Second National Bank, Hoboken 1,651 34 

Hudson Trust Company, Hoboken 1,820 09 

Mechanics Trust Company, Bayonne 909 69 

National State Bank, Camden 1,274 46 

Camden Safe Deposit and Trust Company, Camden. . 11,06 86 

Mechanics National Bank, Trenton 694 84 

Bridgeton National Bank, Bridgeton 1,389 11 

National Union Bank, Dover 1,335 94 

Paterson National Bank, Paterson 1,446 86 

People's National Bank, New Brunswick 794 69 

Plainfield Trust Company, Plainfield 1,263 46 

People's Bank and Trust Company, Passaic 1,070 25 

First National Bank, Red Bank 3,219 85 

West Hudson County Trust Company, Harrison 3,219 88 

$3,156,705 15 
November 29, 1902, 

Union National Bank, Newark $ 823,721 06 

Fidelity Trust Company, Newark 2,541,442 95 

Merchants National Bank, Newark 184,217 68 

Union County Trust Company, Elizabeth 189,229 64 

Essex County Trust Company, East Orange 50,000 00 

Orange National Bank, Orange 923 58 

Hudson County National Bank, Jersey City 1,064 98 

Second National Bank, Hoboken 1,491 46 

Hudson Trust Company, Hoboken 877 93 

Mechanics Trust Cfompany, Bayonne 1,369 66 

National State Bank, Camden 1,511 58 

Camden State Deposit and Trust Company, Camden . 962 67 

Mechanics National Bank, Trenton 731 11 

Bridgeton National Bank, Bridgeton 1,324 70 

National Union Bank, Dover 1,158 98 

Paterson National Bank, Paterson 1,632 79 

People's National Bank, New Brunswick 911 85 

Plainfield Trust Company, Plainfield 1,456 95 

People's Bank and Trust Company, Passaic 1,489 99 

First National Bank, Red Bank 1,612 46 

West Hudson County Trust Company, Harrison 1,768 52 

$3,808,900 54 
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December 81, 1902. 

Union National Bank, Newark $ 649,619 55 

Fidelity Trust Company, Newark 2,395,641 76 

Merchants National Bank, Newark 270,935 00 

Union County Trust Company, Elizabeth 116,385 69 

Essex County Trust Company, East Orange 50,479 16 

Orange National Bank, Orange 3,090 06 

Hudson County National Bank, Jersey City 4,506 42 

Second National Bank, Hoboken 3,017 46 

Hudson Trust Company, Hoboken 2,321 80 

Mechanics Trust Company, Bayonne 2,721 64 

National State Bank, Camden 3,507 50 

Camden Safe Deposit and Trust Company, Camden . 3,594 14 

Mechanics National Bank, Trenton 42,633 88 

Bridgeton National Bank, Bridgeton 2,966 24 

National Union Bank, Dover 2,003 90 

Paterson National Bank, Paterson 5,065 00 

People's National Bank, New Brunswick 2,285 80 

Plainfield Trust Company, Plainfield 2,850 70 

People's Bank and Trust Company, Passaic 2,730 75 

First National Bank, Red Bank 3,120 80 

West Hudson County Trust Company, Harrison 2,465 19 

$3,533,572 44 
January 31, 1903. 

Union National Bank $ 671,879 19 

Fidelity Trust Company, Newark 4,928,752 52 

Merchants National Bank, Elizabeth 22,708 17 

Union County Trust Company, Newark 116,903 24 

Essex County Trust Company, East Orange 50,479 16 

Orange National Bank, Orange 1,521 93 

Hudson County National Bank, Jersey City 492 49 

Second National Bank, Hoboken 1,459 48 

Hudson Trust Company, Hoboken 434 06 

Mechanics Trust Company, Bayonne 1,662 78 

National State Bank, Camden 1,458 39 

Camden Safe Deposit and Trust Company, Camden . 1,598 73 

Mechanics National Bank, Trenton 2,141 43 

Bridgeton National Bank, Bridgeton 2,189 16 

National Union Bank, Dover 1,890 40 

Paterson National Bank, Paterson 1,709 71 

People's National Bank, New Brunswick 1,356 02 

Plainfield Trust Company, Plainfield 785 20 

People's Bank and Trust Company, Passaic 1,329 05 

First National Bank, Red Bank 1,083 08 

West Hudson County Trust Company, Harrison 2,752 34 

$5,814,586 58 
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February 28, 1903. 

Union National Bank, Newark $ 944,964 22 

Fidelity Trust Company, Newark 4,953,811 05 

Merchants National Bank, Newark 20,761 47 

Union County Trust Company, Elizabeth 123,724 50 

Essex County Trust Company, East Orange 50,479 16 

Orange National Bank, Orange 2,165 73 

Hudson County National Bank, Jersey City 2,547 45 

Second National Bank, Hoboken 2,009 42 

Hudson Trust Company, Hoboken 2,919 39 

Mechanics Trust Company, Bayonne 1,714 99 

National State Bank, Camden 1,978 18 

Camden Safe Deposit and Trust Company, Camden. . 617 80 

Mechanics National Bank, Trenton 1,791 14 

Bridgeton National Bank, Bridgeton 1,624 96 

National Union Bank, Dover 1,233 76 

Paterson National Bank, Paterson 2,249 02 

People's National Bank, New Brunswick 1,281 85 

Plainfield Trust Company, Plainfield 1,388 38 

People's Bank and Trust Company, Passaic 1,928 84 

First National Bank, Red Bank 1,859 24 

West Hudson County Trust Company, Harrison 2,819 72 

$6,123,870 27 

March 31, 1903. 

Union National Bank, Newark $ 906,301 53 

Fidelity Trust Company, Newark 5,293,177 32 

Merchants National Bank, Newark 20,793 32 

Union County Trust Company, Elizabeth 113,050 73 

Essex County Trust Company, Orange 100,479 16 

Orange National Bank, Orange 4,222 90 

Hudson County National Bank, Jersey City 7,434 50 

Second National Bank, Hoboken 3,239 98 

Hudson Trust Company, Hoboken 4,583 80 

Mechanics Trust Company, Bayonne 2,279 07 

National State Bank, Camden 3,758 95 

Camden Safe Deposit and Trust Company, Camden. . 4,786 70 

Mechanics National Bank, Trenton 5,622 71 

Bridgeton National Bank, Bridgeton 3,864 98 

National Union Bank, Dover 1,349 04 

Paterson National Bank, Paterson 1,812 31 

People's National Bank, New Brunswick 1,523 41 

Plainfield Trust Company, Plainfield 1,586 00 

People's Bank and Trust Company, Passaic 1,091 19 

First National Bank, Red Bank 1,847 28 

West Hudson County Trust Company, Harrison 918 36 

$6,483,723 24 
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April 30, 1903. 

Union National Bank, Newark $ 907,912 20 

Fidelity Trust Company, Newark 4,125,656 59 

Merchants National Bank, Newark 20,827 78 

Union County Trust Company, Elizabeth 114,500 38 

Essex County Trust Company, East Orange 100,479 16 

Orange National Bank, Orange 1,290 40 

Hudson County National Bank, Jersey City 2,811 27 

Second National Bank, Hoboken 1,286 83 

Hudson Trust Company, Hoboken 522 28 

Mechanics Trust Company, Bayonne 1,447 72 

National State Bank, Camden 741 55 

Camden Safe Deposit and Trust Company, Camden. . 2,518 65 

Mechanics National Bank, Trenton 1,696 66 

Bridgeton National Bank, Bridgeton 1,093 35 

National Union Bank, Dover 1,320 84 

Paterson National Bank, Paterson 724 52 

People's National Bank, New Brunswick 1,533 75 

Plainfield Trust Company, Plainfield 1,541 05 

People's Bank andTnist Company, Passaic 1,942 03 

First National Bank, Red Bank 927 88 

West Hudson County Trust Company, Harrison 1,265 33 

$5,292,040 22 
May 29, 1903. 

Union National Bank, Newark $ 909,521 56 

Fidelity Trust Company, Newark 4,493,405 80 

Merchants National Bank, Newark 20,861 11 

Union County Trust Company, Elizabeth 113,573 07 

Essex County Trust Company, East Orange 100,479 16 

Orange National Bank, Orange 1,983 90 

Hudson County National Bank, Jersey City 2,153 50 

Second National Bank, Hoboken 2,033 60 

Hudson Trust Company, Hoboken 1,841 46 

Mechanics Trust Company, Bayonne 1,830 59 

National State Bank, Camden 1,493 34 

Camden Safe Deposit and Trust Company, Camden.. 1,777 37 

Mechanics National Bank, Trenton 1,542 55 

Bridgeton National Bank, Bridgeton 1,456 18 

National Union Bank, Dover 1,712 14 

Paterson National Bank, Paterson 1,614 83 

People's National Bank, New Brunswick 992 21 

Plaintield Trust Company, Plainfield 1,386 89 

People's Bank and Trust Company, Passaic 1,267 86 

First National Bank, Red Bank 1,796 34 

West Hudson County Trust Company, Harrison 2,281 20 

$5,665,004 75 
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June 30, 1903. 

Union National Bank, Newark $ 911,066 46 

Fidelity Trust Company, Newark 5,346,685 48 

Merchants National Bank, Newark 20,896 47 

Union County Trust Company, Elizabeth 114,108 45 

Essex County Trust Company, East Orange 100,479 16 

Orange National Bank, Orange 4,478 34 

Hudson County National Bank, Jersey City 6,813 13 

Second National Bank, Hoboken 3,059 88 

Hudson Trust Company, Hoboken 4,404 97 

Mechanics Trust Company, Bayonne 3,153 80 

National State Bank, Camden 3,717 22 

Camden Safe Deposit and Trust Company, Camden. . 3,803 00 

Mechanics National Bank, Trenton 5,321 12 

Bridgeton National Bank, Bridgeton 4,243 19 

National Union Bank, Dover 1,524 29 

Paterson National Bank, Paterson 1,664 09 

People's National Bank, New Brunswick 1,574 27 

Plainfield Trust Company, Plainfield 1,281 88 

People's Bank and Trust Company, Passaic 1,220 69 

First National Bank, Red Bank 1,080 25 

West Hudson County Trust Company, Harrison 1,452 89 

$6,542,029 03 
July 31, 1903. 

Union National Bank, Newark $ 912,564 04 

Fidelity Trust Company, Newark 5,598,092 32 

Merchants National Bank, Newark 20,930 66 

Union County Trust Company, Elizabeth 114,411 40 

Essex County Trust Company, East Orange 100,479 16 

Orange National Bank, Orange 1,093 51 

Hudson County National Bank, Jersey City 1,597 62 

Jersey City Trust Company, Jersey City 1,727 14 

Second National Bank, Hoboken 1,576 18 

Hudson Trust Company, Hoboken 1,693 81 

Mechanics Trust Company, Bayonne 1,740 69 

National State Bank, Camden 604 84 

Camden Safe Deposit and Trust Company, Camden. . 1,300 55 

Mechanics National Bank, Trenton 1,014 39 

Bridgeton National Bank, Bridgeton 1,152 36 

National Union Bank, Dover 1,341 15 

Paterson National Bank, Paterson 1,136 04 

People's National Bank, New Brunswick 1,245 74 

Plainfield Trust Company, Plainfield 979 30 

People's Bank and Trust Company, Passaic 1,772 46 

First National Bank, Red Bank 1,326 94 

West Hudson County Trust Company, Harrison 2,495 95 



$6,770,276 25 
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August 31, 1903. 

Union National Bank, Newark $914,113 19 

Fidelity Trust Company, Newark 6,261,068 74 

Merchants National Bank, Newark 20,966 66 

Union County Trust Company, Elizabeth 116,686 90 

Essex County Trust Company, East Orange 100,479 16 

Orange National Bank, Orange 3,537 27 

Hudson County National Bank, Jersey City 4,059 14 

Jersey City Trust Company, Jersey City 3,225 63 

Second National Bank, Hoboken 2,710 12 

Hudson Trust Company, Hoboken 3,614 78 

Bayonne Bank, Bayonne 3,718 38 

Camden Safe Deposit and Trust Company, Camden. . 7,100 19 

Mechanics National Bank, Trenton 4,155 12 

Bridgeton National Bank, Bridgeton 3,695 68 

Mechanics Trust Company, Bayonne 1,093 80 

National Union Bank, Dover 3,784 43 

Paterson National Baiik, Paterson 5,623 52 

People's National Bank, New Brunswick 3,068 69 

Plainfield Trust Company, Plainfield 2,869 74 

People's Bank and Trust Company, Passaic 4,011 63 

First National Bank, Red Bank 4,269 20 

West Hudson County Trust Company, Harrison 2,573 44 

$7,476,525 41 
September 30, 1903. 

Union National Bank, Newark $ 915,665 73 

Fidelity Trust Company, Newark 6,211,988 33 

Merchants National Bank, Newark 21,002 65 

Union County Trust Company, Elizabeth 114,633 34 

Essex County Trust Company, East Orange 101,624 69 

Orange National Bank, Orange 2,527 04 

Hudson County National Bank, Jersey City 1,514 99 

Jersey City Trust Company, Jersey City 989 82 

Second National Bank, Hoboken 806 96 

Hudson Trust Company, Hoboken 839 36 

Bayonne Bank, Bayonne 1,315 27 

Camden Safe Deposit and Trust Company, Camden.. 7,698 59 

Mechanics National Bank, Trenton 2,031 54 

Bridgeton National Bank, Bridgeton 4,563 70 

Mechanics Trust Company, Bayonne 104 97 

National Union Bank, Dover 3,703 74 

Paterson National Bank, Paterson 1,922 55 

People's National Bank, New Brunswick 1,736 69 

Plainfield Trust Company, Plainfield 1,334 65 

People's Bank and Trust Company, Passaic 1,826 49 

First National Bank, Red Bank 1,048 27 

West Hudson County Trust Company, Harrison 1,712 58 

$7,400,601 96 



Digitized by 



Google 



628 ExhiMt 7U 



October 31, 1903. 

Union National Bank, Newark $ 1,117,169 89 

Fidelity Trust Company, Newark 6,036,439 37 

Merchants National Bank, Newark 21,037 65 

Union County Trust Company, Elizabeth 115,158 61 

Essex County Trust Company, East Orange 101,791 70 

Orange National Bank, Orange 1,597 11 

Hudson County National Bank, Jersey City 367 35 

Jersey City Trust Company, Jersey City 263 13 

Second National Bank, Hoboken 2,021 26 

Hudson Trust Company, Hoboken 1,709 07 

Bayonne Bank, Bayonne 1,955 24 

Camden Safe Deposit and Trust Company, Camden. . 2,852 42 

Mechanics National Bank, Trenton 1,916 98 

Bridgeton National Bank, Bridgeton 2,306 71 

National Union Bank, Dover 1,465 57 

Paterson National Bank, Paterson 1,938 39 

People's National Bank, New Brunswick 817 50 

Plainfield Trust Company, Plainfield 1,153 33 

People's Bank and Trust Company, Passaic 1,691 01 

First National Bank, Red Bank 1,774 27 

West Hudson County Trust Company, Harrison 3,614 15 

$7,419,040 68 
November 30, 1903. 

Union National Bank, Newark $1,118,990 62 

Fidelity Trust Company, Newark 6,397,138 31 

Merchants National Bank, Newark 21,073 82 

Union County Trust Company, Elizabeth 116,458 69 

Essex County Trust Company, East Orange 101,964 44 

Orange National Bank, Orange 4,288 90 

Hudson County National Bank, Jersey City 3,035 05 

Jersey Trust Company, Jersey City 2,862 73 

Second National Bank, Hoboken 3,249 87 

Hudson Trust Company, Hoboken 4,041 29 

Bayonne Bank, Bayonne 3,066 21 

Camden Safe Deposit and Trust Company, Camden. . 7,436 27 

Mechanics National Bank, Trenton 4,698 40 

Bridgeton National Bank, Bridgeton 3,855 70 

National Union Bank, Dover 3,655 11 

Paterson National Bank, Paterson 6,338 99 

People's National Bank, New Brunswick 2,694 17 

Plainfield Trust Company, Plainfield 3,180 21 

People's Bank and Trust Company, Passaic 3,912 97 

First National Bank, Red Bank 3,593 44 

West Hudson County Trust Company, Harrison 1,986 86 



$7,817,622 05 
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December 31, 1903. 

Union National Bank, Newark $1,486,842 66 

Fidelity Trust Company, Newark 4,098,255 21 

Merchants National Bank, Newark 21,145 15 

Union County Trust Company, Elizabeth 267,181 96 

Essex County Trust Company, East Orange 252,321 77 

Orange National Bank, Orange 4,011 29 

Hudson County National Bank, Jersey City 4,014 33 

Jersey City Trust Company, Jersey City 4,221 58 

Second National Bank, Hoboken 3,528 99 

Hudson Trust Company, Hoboken 2,715 75 

Bayonne Bank, Bayonne 1,534 30 

Camden Safe Deposit and Trust Company, Camden. 6,145 13 

Mechanics National Bank, Trenton 4,552 83 

Bridgeton National Bank, Bridgeton 3,855 72 

National Union Bank, Dover 4,143 48 

Paterson National Bank, Paterson 6,733 69 

People's National Bank, New Brunswick 2,653 19 

Plainfield Trust Company, Plainfield 4,277 37 

People's Bank and Trust Company, Passaic 4,002 21 

First National Bank, Red Bank 4,344 04 

West Hudson County Trust Company, Harrison 1,915 46 

$6,188,396 11 
January 30, 1904. 

Union National Bank, Newark $1,486,842 66 

Fidelity Trust Company, Newark ^ 4,013,198 92 

Merchants National Bank, Newark 21,145 15 

Union County Trust Company, Elizabeth 264,874 50 

Essex County Trust Company, East Orange 252,321 77 

Orange National Bank, Orange 1,513 26 

Hudson County National Bank, Jersey City 926 18 

Jersey City Trust Company, Jersey City 601 09 

Second National Bank, Hoboken 1,707 15 

Hudson Trust Company, Hoboken 1,437 17 

Bayonne Bank, Bayonne 2,143 69 

Camden Safe Deposit & Trust Company, Camden 2,375 22 

Mechanics National Bank, Trenton 1,282 08 

Bridgeton National Bank, Bridgeton 627 15 

National Union Bank, Dover 1,635 27 

Paterson National Bank, Paterson 851 11 

People's National Bank, New Brunswick. 1,566 56 

Plainfield Trust Company, Plainfield 2,048 06 

People's Bank and Trust Company, Passaic 1,491 87 

First National Bank, Red Bank 1,063 65 

West Hudson County Trust Company, Harrison 2,404 21 

$6,062,056 72 
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February 29, 1904. 

Union National Bank, Newark, $1,489,368 10 

Fidelity Trust Company, Newark 4,411,350 15 

Merchants National Bank, Newark, 21,181 05 

Union County Trust Company, Elizabeth 266,897 59 

Essex County Trust Company, East Orange 252,750 33 

Orange National Bank, Orange 3,859 59 

Hudson County National Bank, Jersey City 4,886 10 

Jersey City Trust Company, Jersey City 4,495 21 

Second National Bank, Hoboken 3,631 55 

Hudson Trust Company, Hoboken 4,434 01 

Bayonne Bank, Bayonne 2,213 60 

Camden Safe Deposit & Trust Company, Camden .... 7,133 73 

Mechanics National Bank, Trenton 5,294 06 

Bridgeton National Bank, Bridgeton 3,923 30 

National Union Bank, Dover 3,403 35 

Paterson National Bank, Paterson. 5,806 03 

People's National Bank, New Brunswick 2,851 21 

Plainfield Trust Company, Plainfield 3,409 08 

People's Bank & Trust Company, Passaic 3,548 31 

First National Bank, Red Bank 3,545 20 

West Hudson County Trust Company, Harrison 2,611 87 

$6,506,593 42 
March 31, 1904. 

Union National Bank, Newark $1,491,734 12 

Fidelity Trust Company, Newark 5,101,123 32 

Merchants National Bank, Newark 21,215 17 

Union County Trust Company, Elizabeth 267,165 78 

Essex County Trust Company, East Orange 253,151 95 

Orange National Bank, Orange 1,703 58 

Hudson County National Bank, Jersey City 1,965 79 

Jersey City Trust Company, Jersey City 825 62 

Bayonne Bank, Bayonne 1,818 33 

Camden Safe Deposit and Trust Company, Camden . 2,383 97 

Mechanics National Bank, Trenton 1,580 70 

Bridgeton National Bank, Bridgeton 1,294 70 

Second National Bank, Hoboken 841 05 

Hudson Trust Company, Hoboken 1,584 82 

National Union Bank, Dover 848 19 

Paterson National Bank, Paterson 1,948 14 

People's National Bank, New Brunswick 1,231 49 

Plainfield Trust Company, Plainfield 1,041 68 

People's Bank and Trust Company, Passaic 1,997 42 

First National Bank, Red Bank 1,910 61 

West Hudson County Trust Company, Harrison. . . . 1,343 49 



$7,158,709 92 



Digitized by 



Google 



Prudential Bank Balances in New Jersey 631 

April 30, 1904. 

Union National Bank, Newark $1,494,266 69 

Fidelity Trust Company, Newark 5,621,432 32 

Merchants National Bank, Newark 21,251 70 

Union County Trust Company, Elizabeth 266,086 98 

Essex County Trust Company, East Orange 253,581 87 

Orange National Bank, Orange 1,431 01 

Hudson County National Bank, Jersey City 676 00 

Jersey City Trust Company, Jersey City 1,387 14 

Trust Company of New Jersey, Hoboken 187 17 

People's Safe Deposit and Trust Company of the 

Town of Union 155 50 

Bayonne Bank, Bayonne 1,952 76 

Camden Safe Deposit and Trust Company, Camden . 2,667 17 

Mechanics National Bank, Trenton 2,346 12 

Bridgeton National Bank, Bridgeton 1,149 38 

Second National Bank, Hoboken 3,123 49 

Hudson Trust Company, Hoboken 3,503 50 

National Union Bank, Dover 569 63 

Paterson National Bank, Paterson 2,955 29 

People's National Bank, New Brunswick 1,557 69 

Plainfield Trust Company, Plainfield 796 07 

People's Bank and Trust Company, Passaic 2,529 62 

First National Bank, Red Bank 1,406 39 

West Hudson County Trust Company, Harrison 3,084 89 

$7,688,098 38 
May 31, 1904. 

Union National Bank, Newark $1,480,721 05 

Fidelity Trust Company, Newark 1,457,317 47 

Merchants National Bank, Newark 21,287 12 

Union County Trust Company, Elizabeth 269,696 91 

Essex County Trust Company, East Orange 253,998 62 

Orange National Bank, Orange 4,496 09 

Hudson County National Bank, Jersey City 4,214 54 

Jersey City Trust Company, Jersey City 4,745 64 

Trust Company of New Jersey, Hoboken , 2,452 07 

People's Safe Deposit and Trust Company of the Town 

of Union 4,974 92 

Bayonne Bank, Bayonne 2,822 74 

Camden Safe Deposit and Trust Company, Camden. . 7,744 10 

Mechanics National Bank, Trenton 6,383 78 

Bridgeton National Bank, Bridgeton 4,460 08 

National Union Bank, Dover , 2,975 61 

Paterson National Bank, Paterson 6,992 80 

People's National Bank, New Brunswick 2,773 19 

Plainfield Trust Company, Plainfield 3,435 31 

People's Bank and Trust Company, Passaic 4,544 42 

First National Bank, Red Bank 4,505 16 

West Hudson County Trust Company, Harrison 2,631 21 

$3,553,172 83 
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June 30, 1904. 

Union National Bank, Newark $1,091,320 82 

Fidelity Trust Company, Newark 1,543,531 65 

Merchants National Bank, Newark 21,323 77 

Union County Trust Company, Elizabeth 267,722 52 

Essex County Trust Company, East Orange 254,429 92 

Orange National Bank, Orange 1,198 04 

Hudson County National Bank, Jersey City 2,418 05 

Jersey City Trust Company, Jersey City 1,670 77 

Trust Company of New Jersey, Hoboken 1,406 42 

People's Safe Deposit and Trust Company of the 

Town of Union 2,006 80 

Bayonne Bank, Bayonne 1,654 18 

Camden Safe Deposit and Trust Company, Camden . 1,259 48 

Mechanics National Bank, Trenton 927 99 

Bridgeton National Bank, Bridgeton 1,584 26 

National Union Bank, Dover 2,114 94 

Paterson National Bank, Paterson 2,269 56 

People's National Bank, New Brunswick 1,238 22 

Plainfield Trust Company, Plainfield 2,069 16 

People's Bank and Trust Company, Passaic 1,004 08 

First National Bank, Red Bank 2,177 45 

West Hudson County Trust Company, Harrison 1,397 63 

$3,204,725 71 

July 30, 1904. 

Union National Bank, Newark $1,106,469 65 

Fidelity Trust Company, Newark 1,460,147 53 

Merchants National Bank, Newark 21,359 30 

Union County Trust Company, Elizabeth 267,068 29 

Essex County Trust Company, East Orange 254,848 15 

Orange National Bank, Orange 1,587 53 

Hudson County National Bank, Jersey City 1,198 28 

Jersey City Trust Company, Jersey City 1,026 95 

Trust Company of New Jersey, Hoboken 1,594 49 

People's Safe Deposit and Trust Company of the 

Town of Union 3,287 18 

Bayonne Bank, Bayonne 640 89 

Camden Safe Deposit and Trust Company, Camden . 2,798 94 

Mechanics National Bank, Trenton 888 17 

Bridgeton National Bank, Bridgeton 1,661 53 

National Union Bank, Dover 1,405 81 

Paterson National Bank, Paterson 2,735 73 

People's National Bank, New Brunswick 1,543 02 

Plainfield Trust Company, Plainfield 1,489 95 

People's Bank and Trust Company, Passaic 1,942 67 

First National Bank, Red Bank 1,961 25 

West Hudson County Trust Company, Harrison 800 43 

$3,136,455 74 
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August 31, 1904. 

Union National Bank, Newark $1,335,603 08 

Fidelity Trust Company, Newark 1,439,745 06 

Merchants National Bank, Newark 

Union County Trust Company, Elizabeth 

Essex County Trust Company, East Orange 

Orange National Bank, Orange 

Hudson County National Bank, Jersey City 

Jersey City Trust Company, Jersey City 

Trust Company of New Jersey, Hoboken 

People's Safe Deposit and Trust Company of the 

Town of Union 

Bayonne Bank, Bayonne 

Camden Safe Deposit and Trust Company, Camden . 

Mechanics National Bank, Trenton 

Bridgeton National Bank, Bridgeton 

National Union Bank, Dover 

Paterson National Bank, Paterson 

People's National Bank, New Brunswick 

Plainfield Trust Company, Plainfield 

People's Bank and Trust Company, Passaic 

First National Bank, Red Bank 

West Hudson County Trust Company, Harrison ... 

$3,356,402 84 
September 30, 1904. 

Union National Bank, Newark $1,294,905 21 

Fidelity Trust Company, Newark 1,441,412 77 

Merchants National Bank, Newark 21,432 90 

Union County Trust Company, Elizabeth 268,411 49 

Essex County Trust Company, East Orange 255,714 50 

Orange National Bank, Orange 1,277 16 

Hudson County National Bank, Jersey City 1,211 59 

Jersey City Trust Company, Jersey City 1,730 91 

Trust Company of New Jersey, Hoboken 2,085 60 

People's Safe Deposit and Trust Company of the 

Town of Union 2,111 38 

Bayonne Bank, Bayonne 1,086 54 

Camden Safe Deposit and Trust Company, Camden . 2,289 93 

Mechanics National Bank, Trenton 2,439 85 

Bridgeton National Bank, Bridgeton 1,389 27 

National Union Bank, Dover 2,216 05 

Paterson National Bank, Paterson 1,686 84 

People's National Bank, New Brunswick 1,561 39 

Plamfield Trust Company, Plainfield 1,441 58 

People's Bank and Trust Company, Passaic 1,472 94 

First National Bank, Red Bank 1,547 64 

West Hudson County Trust Company, Harrison ... 1,373 12 

$3,308,798 66 
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October 31, 1904. 

Union National Bank, Newark $1,161,355 83 

Fidelity Trust Company, Newark 1,467,463 50 

Merchants National Bank, Newark 21,468 61 

Union County Trust Company, Elizabeth 271,769 87 

Essex County Trust Company, East Orange 256,184 87 

Orange National Bank, Orange 5,042 58 

Hudson County National Bank, Jersey City 4,162 44 

Jersey City Trust Company, Jersey City 4,322 23 

Trust Conmany of New Jersey, Hoboken 3,476 90 

People's Safe Deposit and Trust Company of the 

Town of Union 4,472 08 

Bayonne Bank, Bayonne 2,650 85 

Camden Safe Deposit and Trust Company, Camden . 7,088 46 

Mechanics National Bank, Trenton 5,637 00 

Bridgeton National Bank, Bridgeton 4,454 57 

National Union Bank, Dover 3,463 69 

Paterson National Bank, Paterson 6,186 33 

People's National Bank, New Brunswick 3,918 99 

Plainfield Trust Company, Plainfield 3,330 24 

People's Bank and Trust Company, Passaic 4,482 53 

First National Bank, Red Bank 3,693 12 

West Hudson County Trust Company, Harrison 3,112 62 

$3,247,687 31 

November 30, 1904. 

Union National Bank, Newark $1,457,311 84 

Fidelity Trust Company, Newark 1,480,565 38 

Merchants National Bank, Newark 50,505 57 

Union County Trust Company, Elizabeth 270,020 92 

Essex County Trust Company, East Orange 256,569 93 

Orange National Bank, Orange 1,565 77 

Hudson County National Bank, Jersey City 1,364 13 

Jersey City Trust Company, Jersey City 1,344 87 • 

Trust Company of New Jersey, Hoboken 2,263 28 

People's Safe Deposit and Trust Company of the 

Town of Union 1,154 78 

Bayonne Bank, Bayonne 1,357 32 

First National Bank, Camden 8,780 14 

Camden Safe Deposit and Trust Company, Camden. . 8,080 14 

Mechanics National Bank, Trenton 1,670 03 

Bridgeton National Bank, Bridgeton 7,933 19 

National Union Bank, Dover 6,065 73 

Paterson National Bank, Paterson 1,960 40 

People's National Bank, New Brunswick 1,422 73 

Plainfield Trust Company, Plainfield 1,723 51 

People's Bank and Trust Company, Passaic 1,877 29 

First National Bank, Red Bank 1,558 42 

West Hudson County Trust Company, Harrison 1,593 44 

$3,566,688 81 
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December 31 1904. 

Union National Bank, Newark ! $940,048 06 

Fidelity Trust Company, Newark 1,480,585 06 

Merchants National Bank, Newark 50,627 24 

Union County Trust Company, Elizabeth 271,831 94 

Essex County Trust Company, East Orange 257,428 03 

Orange National Bank, Orange 3,560 99 

Hudson County National Bank, Jersey City 4,392 86 

Jersey City Trust Company, Jersey City 3,648 57 

Trust Company of New Jersey, Hoboken 3,392 47 

People's Safe Deposit and Trust Company of the 

Town of Union 3,733 71 

Bayonne Bank, Bayonne 3,108 67 

First National Bank, Camden 3,476 48 

Camden Safe Deposit and Trust Company, Camden . 4,583 12 

Mechanics National Bank, Trenton. . . / 4,423 60 

Bridgeton National Bank, Bridgeton 2,929 66 

National Union Bank, Dover 2,849 19 

Paterson National Bank, Paterson 4,460 05 

People's National Bank, New Brunswick 1,984 74 

Plainfield Trust Company, Plainfield 4,862 36 

People's Bank and Trust Company, Passaic 5,164 47 

First National Bank, Red Bank 5,178 24 

West Hudson County Trust Company, Harrison 2,287 09 

$3,064,556 60 
January 31, 1905. 

Union National Bank, Newark $1,169,368 83 

Fidelity Trust Company, Newark 1,480,311 26 

Merchants National Bank, Newark 50,627 24 

Union County Trust Company, Elizabeth 271,253 75 

Essex County Trust Company, East Orange 257,428 03 

Orange National Bank, Orange 2,166 65 

Hudson County National Bank, Jersey City 2,611 41 

Jersey City Trust Company, Jersey City 2,184 50 

Trust Company of New Jersey, Hoboken 1,548 41 

People's Safe Deposit and Trust Company of the 

Town of Union 1,833 53 

Bayonne Bank, Bayonne 1,124 27 

First National Bank, Camden 3,787 93 

Camden Safe Deposit and Trust Company, Camden. . 4,331 89 

Mechanics National Bank, Trenton 1,879 65 

Bridgeton National Bank, Bridgeton 4,877 81 

National Union Bank, Dover 3,959 72 

Paterson National Bank, Paterson 3,061 99 

People's National Bank, New Brunswick 1,662 28 

Plainfield Trust Company, Plainfield 1,291 04 

People's Bank and Trust Company, Passaic 3,286 32 

First National Bank, Red Bank 1,715 49 

West Hudson County Trust Company, Harrison 1,182 77 

$3,271,494 77 
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February 28, 1905. 

Union National Bank, Newark $1,866,640 34 

Fidelity Trust Company, Newark 1,482,327 04 

Merchants National Bank, Newark 50,714 43 

Union County Trust Company, Elizabeth 271,416 03 

Essex County Trust Company, East Orange 257,865 30 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 2,367 83 

Hudson County National Bank, Jersey City 767 96 

Jersey City Trust Company, Jersey City 2,187 52 

Trust Company of New Jersey, Hoboken 1,878 43 

People's Safe Deposit and Trust Company of the 

Town of Union 1,861 91 

Bayonne Bank, Bayonne 1,711 40 

First National Bank, Camden 4,552 21 

Camden Safe Deposit and Trust Company, Camden. . 4,250 81 

Mechanics National Bank, Trenton 2,030 34 

Bridgeton National Bank, Bridgeton 4,008 00 

National Union Bank, Dover 4,176 41 

Paterson National Bank, Paterson 2,088 00 

People's National Bank, New Brunswick 1,495 00 

Plainfield Trust Company, Plainfield 1,382 16 

People's Bank and Trust Company, Passaic 1,750 78 

First National Bank, Red Bank 1,486 21 

West Hudson County Trust Company, Harrison 1,135 03 

$3,568,093 14 
March 31, 1905. 

Union National Bank, Newark $1,450,586 09 

Fidelity Trust Company, Newark 1,482,800 37 

Merchants National Bank, Newark 50,793 31 

Union County Trust Company, Elizabeth 271,131 54 

Essex County Trust Company, East Orange 258,260 86 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 1,572 20 

Hudson County National Bank, Jersey City 2,542 28 

Jersey City Trust Company, Jersey City 1,830 72 

Trust Company of New Jersey, Hoboken 1,647 88 

People's Safe Deposit and Trust Company of the 

Town of Union 1,439 68 

Bayonne Bank, Bayonne 1,180 36 

First National Bank, Camden 1,845 65 

Camden Safe Deposit and Trust Company, Camden. . 1,659 12 

Mechanics National Bank, Trenton 1,861 56 

Bridgeton National Bank, Bridgeton 5,011 11 

National Union Bank, Dover 2,372 91 

Paterson National Bank, Paterson 2,850 16 

People's National Bank, New Brunswick 2,203 82 

Plainfield Trust Company, Plainfield 1,510 95 

People's Bank and Trust Company, Passaic 1,580 55 

First National Bank, Red Bank 2,340 75 

West Hudson County Trust Company, Harrison 2,092 86 

$3,649,114 73 
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April 29, 1905. 

Union National Bank, Newark $1,501,904 17 

Fidelity Trust Company, Newark $1,482,809 39 

Merchants' National Bank, Newark 50,880 76 

Union County Trust Company, Elizabeth 272,605 36 

Essex County Trust Company, East Orange 258,699 32 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 2,195 41 

Hudson County National Bank, Jersey City 2,079 20 

Jersey City Trust Company, Jersey City. 775 23 

Trust Company of New Jersey, Hoboken 985 02 

People's Safe Deposit and Trust Company of the 

Town of Union 1,432 78 

Bayonne Bank, Bayonne 939 83 

First National Bank, Camden 1,501 67 

Camden Safe Deposit and Trust Company, Camden. . 1,750 77 

Mechanics National Bank, Trenton 1,810 26 

Bridgeton National Bank, Bridgeton 4,052 76 

National Union Bank, Dover 1,658 45 

Paterson National Bank, Paterson 2,422 03 

People's National Bank, New Brunswick 855 71 

Plamfield Trust Company, Plainfield 1,966 09 

People's Bank and Trust Company, Passaic 1,296 81 

First National Bank, Red Bank 2,336 55 

West Hudson County Trust Company, Harrison 780 87 

$3,695,738 44 
May 31, 1905. 

Union National Bank, Newark $1,442,284 14 

Fidelity Trust Company, Newark 1,480,176 90 

Merchants National Bank, Newark 50,965 56 

Union County Trust Company, Elizabeth 272,175 55 

Essex County Trust Company, East Orange 259,124 45 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 1,748 66 

Hudson County National Bank, Jersey City 1,689 81 

Jersey City Trust Company, Jersey City 1,992 08 

Trust Company of New Jersey, Hoboken 1,024 54 

People's Safe Deposit and Trust Company of the 

Town of Union 1,563 40 

Bayonne Bank, Bayonne 1,578 20 

First National Bank, Camden 3,557 83 

Camden Safe Deposit and Trust Company, Camden. . 4,586 47 

Mechanics National Bank, Trenton 1,750 41 

Bridgeton National Bank, Bridgeton 7,273 43 

National Union Bank, Dover 3,472 69 

Paterson National Bank, Paterson 2,656 76 

People's National Bank, New Brunswick 1,765 70 

Plainfield Trust Company, Plainfield 1,475 11 

People's Bank and Trust Company, Passaic 1,719 13 

First National Bank, Red Bank 2,017 41 

West Hudson County Trust Company, Harrison 1,936 24 

$3,646,534 47 
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June 30, 1905. 

Union National Bank, Newark $ 1,451,166 03 

Fidelity Trust Company, Newark 1,485,694 96 

Merchants National Bank, Newark 51,053 32 

Union County Trust Company, Elizabeth 273,122 37 

Essex County Trust Company, East Orange 259,564 60 

Manufacturers National Bank, Newark. . . : 100,000 00 

Orange National Bank, Orange 1,022 02 

Hudson County National Bank, Jersey City 1,745 58 

Jersey City Trust Company, Jersey City 1,437 65 

Trust Company of New Jersey, Hoboken 1,309 82 

People's Safe Deposit and Trust Company of the 

Town of Union 1,528 09 

Bayonne Bank, Bayonne 1,656 59 

First National Bank, Camden 1,922 61 

Camden Safe Deposit and Trust Company, Camden. . 1,405 28 

Mechanics National Bank, Trenton 1,257 66 

Bridgeton National Bank, Bridgeton 3,721 01 

National Union Bank, Dover 1,723 97 

Paterson National Bank, Paterson 1,644 49 

People's National Bank, New Brunswick 1,745 97 

Plainfield Trust Company, Plainfield 1,059 29 

People's Bank and Trust Company, Passaic 1,603 83 

First National Bank, Red Bank 1,935 73 

West Hudson County Trust Company, Harrison 2,008 11 

$3,649,328 99 
July 31, 1905. 

Union National Bank, Newark ". . . $1,471,374 42 

FideUty Trust Company, Newark 1,485,375 38 

Merchants National Bank, Newark 51,138 40 

Union County Trust Company, Elizabeth 276,439 67 

Essex County Trust Company, East Orange 260,005 38 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 5,095 15 

Hudson County National Bank, Jersey City 4,839 56 

Jersey City Trust Company, Jersey City 4,466 26 

Trust Company of New Jersey, Hoboken 3,156 34 

People's Safe Deposit and Trust Company of the 

Town of Union 4,976 44 

Bayonne Bank, Bayonne 3,396 38 

First National Bank, Camden 4,333 99 

Camden Safe Deposit and Trust Company, Camden. . 4,396 50 

Mechanics National Bank, Trenton 6,370 08 

Bridgeton National Bank, Bridgeton 6,680 98 

National Union Bank, Dover 4,040 34 

Paterson National Bank, Paterson 5,848 69 

People's National Bank, New Brunswick 3,936 60 

Plainfield Trust Company, Plainfield 2,891 38 

People's Bank and Trust Company, Passaic 4,497 50 

First National Bank, Red Bank 4,833 30 

West Hudson County Trust Company, Harrison 3,070 64 
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August 31, 1905. 

Union National Bank, Newark $ 1,547,350 38 

Fidelity Trust Company, Newark 1,485,234 20 

Merchants National Bank, Newark 51,226 40 

Union County Trust Company, Elizabeth 273,268 10 

Essex County Trust Company, East Orange 270,447 02 

Manufacturers National Bank, Newark 

Orange National Bank, Orange 

Hudson County National Bank, Jersey City 

Jersey City Trust Company, Jersey City 

Trust Company of New Jersey, Hoboken 

People's Safe Deposit and Trust Company of the 

Town of Union 

Bayonne Bank, Bayonne 

First National Bank, Camden 

Camden Safe Deposit and Trust Company, Camden.. 

Mechanics National Bank, Trenton 

Bridgeton National Bank, Bridgeton 

National Union Bank, Dover 

Paterson National Bank, Paterson 

People's National Bank, New Brunswick 

Plaintield Trust Company, Plainfield 

People's Bank and Trust Company, Passaic 

First National Bank, Red BanK 

West Hudson County Trust Company, Harrison 

$3,742,365 72 
September 30, 1905. 

Union National Bank, Newark $1,468,936 82 

Fidelity Trust Company, Newark 1,486,998 51 

Merchants National Bank, Newark 51,314 57 

Union County Trust Company, Elizabeth 274,020 41 

Essex County Trust Company, East Orange 260,889 63 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 1,419 49 

Hudson County National Bank, Jersey City 1,022 24 

Jersey City Trust Company, Jersey City 2,038 20 

Trust Company of New Jersey, Hoboken 906 05 

People's Safe Deposit and Trust Company of the 

Town of Union 1,793 79 

Bayonne Bank, Bayonne 777 64 

First National Bank, Camden 1,815 08 

Camden Safe Deposit and Trust Company, Camden . 1,244 98 

Mechanics National Bank, Trenton 1,732 32 

Bridgeton National Bank, Bridgeton 2,846 93 

National Union Bank, Dover 1,367 07 

Paterson National Bank, Paterson 2,623 18 

People's National Bank, New Brunswick 1,218 73 

Plainfield Trust Company, Plainfield 1,988 80 

People's Bank and Trust Company, Passaic 1,264 30 

First National Bank, Red Bank 2,345 39 

West Hudson County Trust Company, Harrison 1,388 15 

$3,669,952 28 
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October 31, 1905. 

Union National Bank, Newark $1,100,056 98 

Fidelity Trust Company, Newark 2,492,232 73 

Merchants National Bank, Newark 51,400 09 

Union County Trust Company, Elizabeth 275,196 83 

Essex County Trust Company, East Orange 261,318 34 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 1,942 92 

Hudson County National Bank, Jersey City 1,285 93 

Jersey City Trust Company, Jersey City 1,857 70 

Trust Company of New Jersey, Hoboken 1,633 28 

People's Safe Deposit and Trust Company of the 

Town of Union 1,456 22 

Bayonne Bank, Bayonne 772 97 

First National Bank, Camden 4,417 20 

Camden Safe Deposit and Trust Company, Camden . 4,554 00 

Mechanics National Bank, Trenton 1,549 06 

Bridgeton National Bank, Bridgeton 7,186 55 

National Union Bank, Dover 3,365 19 

Paterson National Bank, Paterson 2,274 00 

People's National Bank, New Brunswick 1,702 53 

Plainfield Trust Company, Plainfield 1,767 60 

People's Bank and Trust Company, Passaic 1,264 86 

First National Bank, Red Bank 1,735 64 

West Hudson County Trust Company, Harrison 1,784 64 

$4,320,755 26 
November 29, 1905. 

Union National Bank, Newark $1,362,169 03 

Fidelity Trust Company, Newark 2,299,168 17 

Merchants National Bank, Newark 51,488 61 

Union County Trust Company, Elizabeth 275,158 19 

Essex County Trust Company, East Orange 261,761 54 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 1,822 95 

Hudson County National Bank, Jersey City 1,463 15 

Jersey City Trust Company, Jersey City 2,030 12 

Trust Company of New Jersey, Hoboken 2,423 86 

People's Safe Deposit and Trust Company of the 

Town of Union 1,887 02 

Bayonne Bank, Bayonne 1,685 46 

First National Bank, Camden 1,667 28 

Camden Safe Deposit and Trust Company, Camden. . 1,960 41 

Mechanics National Bank, Trenton 2,622 95 

Bridgeton National Bank, Bridgeton 2,966 83 

National Union Bank, Dover 1,404 23 

Paterson National Bank, Paterson 2,461 45 

People's National Bank, New Brunswick 1,542 28 

Plainfield Trust Company, Plainfield 1,316 17 

People's Bank and Trust Company, Passaic 1,264 53 

First National Bank, Red Bank 1,099 45 

West Hudson County Trust Company, Harrison 1,859 36 
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December 30, 1905. 

Union National Bank, Newark $1,128,901 77 

Fidelity Trust Company, Newark 2,417,517 55 

Merchants National Bank, Newark 51,663 08 

Union County Trust Company, Elizabeth 277,828 58 

Essex County Trust Company, East Orange 262,636 89 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 2,799 88 

Hudson County National Bank, Jersey City 4,438 68 

Jersey City Trust Company, Jersey City 3,777 60 

Trust Company of New Jersey, Hoboken 3,512 44 

People's Safe Deposit and Trust Company of the 

Town of Union 2,109 33 

Bayonne Bank, Bayonne 3,235 95 

First National Bank, Camden 3,785 47 

Camden Safe Deposit and Trust Company, Camden. . 5,858 53 

Mechanics National Bank, Trenton 4,609 46 

Bridgeton National Bank, Bridgeton 4,429 82 

National Union Bank, Dover 3,654 73 

Paterson National Bank, Paterson 4,905 35 

People's National Bank, New Brunswick 2,095 18 

Plainfield Trust Company, Plainfield 3,934 35 

People's Bank and Trust Company, Passaic 2,507 84 

First National Bank, Red Bank 3,829 84 

West Hudson County Trust Company, Harrison 2,809 17 

$4,300,841 49 
January 31, 1906. 

Union National Bank, Newark $1,525,395 51 

Fidelity Trust Company, Newark 1,790,504 68 

Merchants National Bank, Newark 51,663 08 

Union County Trust Company, Elizabeth 275,007 70 

Essex County Trust Company, East Orange 262,636 89 

Manufacturers National Bank,Newark 100,000 00 

Orange National Bank, Orange 1,753 15 

Hudson County National Bank, Jersey City 1,736 31 

Jersey City Trust Company, Jersey City 1,428 11 

Trust Company of New Jersey, Hoboken 1,676 22 

People's Safe Deposit and Trust Company of the 

Town of Union 1,577 46 

Bayonne Bank, Bayonne 1,124 05 

First National Bank, Camden 4,449 98 

Camden Safe Deposit and Trust Company, Camden- 4,733 71 

Mechanics National Bank, Trenton 1,222 91 

Bridgeton National Bank, Bridgeton 6,450 34 

National Union Bank, Dover 3,561 23 

Paterson National Bank, Paterson 2,728 99 

People's National Bank, New Brunswick 1,337 75 

Plainfield Trust Company, Plainfield 1,189 86 

People's Bank and Trust Company, Passaic 1,075 77 

First National Bank, Red Bank 857 20 

West Hudson County Trust Company, Harrison 1,818 51 

$4,043,929 41 
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February 28, 1906. 

Union National Bank, Newark $1,582,940 82 

Fidelity Trust Company, Newark 1,805,164 11 

Merchants National Bank, Newark 51,752 05 

Union County Trust Company, Elizabeth 276,692 93 

Essex County Trust Company, East Orange 263,082 90 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 1,959 68 

Hudson County National Bank, Jersey City 679 00 

Jersey City Trust Company, Jersey City 1,873 46 

Trust Company of New Jersey, Hoboken 176 45 

People's Safe Deposit and Trust Company of the 

Town of Union 1,970 06 

Bayonne Bank, Bayonne 848 00 

First National Bank, Camden 4,244 57 

Camden Safe Deposit & Trust Company, Camden 3,920 00 

Mechanics National Bank, Trenton 1,588 61 

Bridgeton National Bank, Bridgeton 5,630 75 

National Union Bank, Dover 4,187 15 

Paterson National Bank, Paterson 1,851 26 

People's National Bank, New Brunswick. 1,332 98 

Plainfield Trust Company, Plainfield 1,327 77 

People's Bank and Trust Company, Passaic 1,061 08 

First National Bank, Red Bank 2,135 45 

West Hudson County Trust Company, Harrison 771 97 

$4,115,191 05 
March 31, 1906. 

Union National Bank, Newark $1,549,724 61 

Fidelity Trust Company, Newark 1,780,278 70 

Merchants National Bank, Newark 51,831 43 

Union County Trust Company, Elizabeth 277,092 12 

Essex County Trust Company, East Orange 263,486 40 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 1,180 75 

Hudson County National Bank, Jersey City 2,379 40 

Jersey City Trust Company, Jersey City 2,234 60 

Trust Company of New Jersey, Hoboken 107,657 43 

People's Safe Deposit and Trust Company of the 

Tov/n of Union, New Jersey 1,788 31 

Bayonne Bank, Bayonne 756 48 

First National Bank, Camden 1,125 76 

Camden Safe Deposit and Trust Company, Camden. . 1,360 88 

Mechanics National Bank, Trenton 2,060 56 

Bridgeton National Bank, Bridgeton 3,756 08 

National Union Bank, Dover 2,392 18 

Paterson National Bank, Paterson 1,246 05 

People's National Bank, New Brunswick 1,233 91 

Plainfield Trust Company, Plainfield 1,330 76 

People's Bank and Trust Company, Passaic 1,846 02 

First National Bank, Red Bank 1,831 82 

West Hudson County Trust Company, Harrison 1,357 19 
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April 30, 1906. 

Union National Bank, Newark $1,489,088 31 

Fidelity Trust Company, Newark 1,867,526 59 

Merchants National Bank, Newark 51,919 46 

Union County Trust Company, Elizabeth 279,648 94 

Essex County Trust Company, East Orange 263,933 77 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 7,295 88 

Hudson County National Bank, Jersey City 4,690 00 

Jersey City Trust Company, Jersey City 4,700 57 

Trust Company of New Jersey, Hoboken 3,856 44 

People's Safe Deposit and Trust Company of the 

Town of Union, New Jersey 4,731 25 

Bayonne Bank, Bayonne 2,994 84 

First National Bank, Camden 4,675 96 

Camden Safe Deposit and Trust Company, Camden. . . 5,052 86 

Mechanics National Bank, Trenton 6,061 64 

Bridgeton National Bank, Bridgeton 6,136 69 

National Union Bank, Dover 3,126 60 

Paterson National Bank, Paterson 6,895 41 

People's National Bank, New Brunswick 4,136 27 

Plainfield Trust Company, Plainfield 2,934 41 

People's Bank and Trust Company, Passaic 5,447 10 

First National Bank, Red Bank 4,645 16 

West Hudson County Trust Company, Harrison 2,537 19 

$4,132,035 34 
May 31, 1906. 

Union National Bank, Newark $1,805,729 75 

Fidelity Trust Company, Newark 1,904,801 41 

Merchants National Bank, Newark 52,004 77 

Union County Trust Company, Elizabeth 277,904 35 

Essex County Trust Company, East Orange 264,367 58 

Federal Trust Company, Newark 100,000 00 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 1,686 77 

Hudson County National Bank, Jersey City. 1,014 13 

Jersey City Trust Company, Jersey City 1,738 34 

Trust Company of New Jersey, Hoboken 1,106 02 

People's Safe Deposit & Trust Company of the Town 

of Union 1,500 02 

Bayonne Bank, Bayonne 1,662 87 

First National Bank, Camden 2,109 16 

Camden Safe Deposit and Trust Company, Camden. . 1,627 37 

Mechanics National Bank, Trenton 1,306 34 

Bridgeton National Bank, Bridgeton 3,029 31 

National Union Bank, Dover 1,170 08 

Paterson National Bank, Paterson 1,452 90 

People's National Bank, New Brunswick 1,385 53 

Plainfield Trust Company, Plainfield 1,649 44 

People's Bank and Trust Company, Passaic 1,193 86 

First National Bank, Red Bank 1,988 92 

West Hudson Coimty Trust Company, Harrison. 730 83 

$4,631,159 75 
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June 30, 1906. 

Union National Bank, Newark $ 1,625,709 37 

Fidelity Trust Company, Newark 1,766,919 56 

Union County Trust Company, Elizabeth 278,206 40 

Essex County Trust Company, East Orange 264,816 48 

Federal Trust Company, Newark 100,000 00 

Merchants National Bank, Newark 52,093 08 

Manufacturers National Bank, Newark 100,000 00 

Orange National Bank, Orange 2,265 88 

Hudson County National Bank, Jersey City 1,609 51 

Jersey City Trust Company, Jersey City 2,084 88 

Trust Company of New Jersey, Hoboken 741 62 

People's Safe Deposit and Trust Company of the 

Town of Union 1,627 08 

Bayonne Bank, Bayonne 1,410 74 

First National Bank, Camden 1,891 36 

Camden Safe Deposit and Trust Company, Camden. . 2,127 62 

Mechanics National Bank, Trenton 1,573 27 

Bridgeton National Bank, Bridgeton 3,199 74 

National Union Bank, Dover 1,531 40 

Paterson National Bank, Paterson 3,139 62 

People's National Bank, New Brunswick 1,425 84 

Plainfield Trust Company, Plainfield 2,062 37 

People's Bank and Trust Company, Passaic 1,536 64 

First National Bank, Red Bank 1,645 87 

West Hudson County Trust Company, Harrison 1,093 43 



$4,218,711 76 



EXHIBIT 75. 

Annual Report by a Domestic Corporation. 

The Public Service Corporation of New Jersey. 

Organized and Registered under the Laws of the State of 

New Jersey. 

The corporation above named, organized and registered under the 
Laws of the State of New Jersey, does hereby make the following re- 
port in compliance with the provisions of an act of the Legislature 
of New Jersey, entitled "An Act Concerning Corporations (Revi- 
sion of 1896)," and the various acts amendatory thereof and supple- 
mental thereto. 

First — The name of the corporation is Public Service Corpora- 
tion OF New Jersey. 

Second— The location of the registered office is at No. 763 Broad 
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street, Newark, N. J., and J. P. Dusenberry is the agent upon whom 
process may be served. 

Third— The character of the business is to operate gas, electric 
light and traction and other properties. 

Fourth— The amount of the authorized capital stock is $25,000,- 
000. The amount actually issued and outstanding is $10,000,000. 

Fifth — ^The names and addresses of all the directors and officers, 
and the term when the office of each expires are as follows : 



Names of Directors. 


Address. 


Expiration of Term 


David Baird 


Camden, N. J. 


1907 


Thomas C. Ban- 


Newark, N. J. 


a 


Samuel T. Bodine 


Philadelphia, Pa. 


ii 


J. J. Burleigh 


Camden, N. J. 


a 


A. B. Carlton 


Newark, N. J. 


1906 


Walton Clark 


Philadelphia, Pa. 


1907 


Mark T. Cox 


New York, N. Y. 


1905 


Thomas Dolan 


Philadelphia, Pa. 


1906 


John F. Dryden 


Newark, N. J. 


ii 


George R. Gray 


a 


ii 


HughRHamiU 


Trenton, N. J. 


1905 


Names of Directors. 


Address. 


Expiration of Term, 


Wm. C. Heppenheimer 


Hoboken, N. J. 


1905 


A. R. Kuser 


Newark, N. J. 


1906 


Lewis Lillie 


Philadelphia, Pa. 


1905 


Thomas N. McCarter 


Newark, N. J. 


1905 


U. H. McCarter 


« 


1907 


Randal Morgan 


Philadelphia, Pa. 


1906 


F. W. Roebling 


Trenton, N.J. 


1907 


John F. Shanley 


Jersey City, N. J. 


1905 


Charles A. Sterling 


East Orange, N. J 


1905 


P. F. Wanser 


Jersey City, N. J. 


1905 


Leslie D. Ward 


Newark, N. J. 


1905 


John L Waterbury 


New York, N. Y. 


1906 


E. F.C.Young 


Jersey City, N. J. 


1907 



Officers. 
President, Thomas N. McCarter. 
1st Vice-president, Randal Morgan. 
2nd Vice-president, A. R. Kuser. 
3rd Vice-president, A. B. Carlton. 
4th Vice-president, J. J. Burleigh. 
Treasurer, J. P. Dusenberry. 
Secretary, Frederick Evans. 
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Sixth. The next annual meeting of the stockholders for election 
of Directors is appointed to be held on the first Monday in April, 
1905. 

Seventh. The name of the corporation has been at all times dis- 
played at the entrance of its registered office in this State, and the 
corporation has kept at its registered office in this State a trans- 
fer-book, in which the transfers of stock are made, and a stock- 
book, containing the names and addresses of the stockholders and 
the number of shares held by them respectively, open at all times 
to the examination of the stockholders as required by law. 
Witness our hands the eleventh day of May, A. D., 1904. 

A. B. Carlton, 3rd Vice President. 
Frederick Evans, Secretary. 
Endorsed : 

Filed May 20, 1904. 
S. D. Dickinson, 

Secretary of State. 

State op New Jersey. 
Department of State. 

I, S. D. Dickinson, Secretary of State of the State of New Jersey, 
do hereby certify that the foregoing is a true copy of Report of 
Officers, Directors, Etc., of Public Service Corporation of New 
Jersey, and the endorsements thereon, as the same is taken from 
and compared with the original filed in my office on the twentieth 
day of May, A. D., 1904, and now remaining on file and of record 
therein. 

In testimony whereof, I have hereunto set my 
hand and affixed my official seal at Trenton, this 
[SEAL] sixteenth day of July, A. D., 1906. 

S. D. Dickinson, 

Secretary of State. 



EXHIBIT 7b. 

Annual Report by a Domestic Corporation. 

The Public Service Corporation op New Jersey. 

Organized and Registered under the Laws of the State of 

New Jersey. 

The corporation above named, organized and registered under the 
Lawsof the State of New Jersey, does hereby m^^ke th? following 
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report in compliance with the provisions of an act of the Legislature 
of New Jersey, entitled " An Act Concerning Corporations (Revi- 
sion of 1896)," and the various acts amendatory thereof and supple- 
mental thereto. 

First — The name of the corporation is Public Service Corpor- 
ation OP New Jersey. 

Second— The location of the registered office is at No. 763 Broad 
street, Newark, N. J., and James P. Dusenberry is the agent upon 
whom process may be served. 

Third— The character of the business is operating gas, electric 
light and traction and other properties. 

Fourth — The amount of the authorized capital stock is $25,000,000. 
The amount actually issued and outstanding is $10,000,000. 

Fifth— The name and addresses of all the Directors and Officers, 
and the term when the office of each expires are as follows : 



Names OP Directors. 


Addrrss. 


Expiration oi 


David Baird, 


Camden, N. J. 


1907 


Thomas C. Barr, 


Newark, N. J., 


« 


Samuel T. Bodine, 


Philadelphia, Pa., 


(< 


John J. Burleigh, 


Camden, N. J., 


<< 


A. B. Carlton, 


Newark, N. J., 


1906 


Walton Clark, 


Philadelphia, Pa., 


1907 


Mark T. Cox, 


New York, N. Y., 


1908 


Thomas Dolan, 


Philadelphia, Pa., 


1906 


John F. Dryden, 


Newark, N. J., 


tt 


Goorge R. Gray, 


n 


ti 


Hugh H. Hamill, 


Trenton, N. J., 


1908 


Wm. C. Heppenheimer, 


Hoboken, N. J., 


« 


A. R. Kuser, 


Newark, N. J., 


1906 


Lewis Lillie, 


Philadelphia, Pa., 


1908 


Thomas N. McCarter, 


Newark, N. J., 


1906 


Uzal H. McCarter, 


« 


1907 


Randal Morgan, 


Philadelphia, Pa., 


1906 


F. W. Roebling, 


Trenton, N. J., 


1907 


J. F. Shanley, 


Jersey City, N. J., 


1908 


Chas. A. Sterling, 


Newark, N. J;, 


ti 


P. F. Wanser, 


Jersey City, N. J., 


« 


Leslie D. Ward, 


Newark, N. J., 


« 


John L Waterbury, 


New York, N. Y., 


1906 


E. F. C. Young, 


Jersey City, N. J., 


1907 
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Officers. 

President, Thomas N. McCarter, Newark, N. J. 

Vice President, A. B. Carlton, Newark, N. J, 

Vice President, John J. Burleigh, Camden, N. J. 

Vice President, Charles A. Sterling, Newark, N. J. 

Treasurer, J. P. Dusenberry, Newark, N. J. 

Secretary, Frederick Evans, Newark, N. J. 

Sixth. The next annual meeting of the stockholders for election 
of directors is appointed to be held on the first Monday in April, 
1906. 

Seventh. The name of the corporation has been at all times dis- 
played at the entrance of its registered office in this state, and the 
corporation has kept at its registered office in this state a transfer 
book, in which the transfers of stock are made, and a stock book, 
containing the names and addresses of the stockholders and the 
number of shares held by them respectively, open at all times to the 
examination of the stockholders as required by law. 

Witness our hands the fourth day of April, A. D., 1905. 

A. B. Carlton, 

Vice President. 

Frederick Evans, 

Secretary. 
Endorsed : 
"Filed April 13, 1905. 

S. D. Dickinson, 

Secretary of State.'' 

State op New Jersey. 

Department of State. 

I, S. D. Dickinson,Secretary of State of the State of New Jersey, do 
hereby certify that the foregoing is a true copy of report of officers, 
directors, etc., of Public Service Corporation of New Jersey and 
the endorsements thereon, as the same is taken from and compared 
with the original filed in my office on the thirteenth day of April, 
A. D., 1905, and now remaining on file and of record therein. 

In testimony whereof, I have hereunto set my 
[seal] hand and affixed my official seal at Trenton, this 
sixteenth day of July, A. D., 1906. 

S. D. Dickinson, 

Secretary of State. 
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